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ABSTRACT 
Whether we are living in the worst of times or the best of times 
depends on one's perspective. However, it is clear that we are living in 
radically changing times. Around the globe, whole societies are in the midst of 
dramatic transformation as our world order is fundamentally restructured. 
The world of management is also in the midst of revolution. The 
principles of mass production deeply ingrained throughout the world are now 
recognized as a major contributor to lack of competitiveness and the poor 
economic performance of many corporations and public institutions. 
The available evidence points to rising consumer expectations coupled 
with declining tolerance for low quality products and services. Today, 
"quality" is either the price of entry, or a source of competitive advantage. 
Service organizations were initially slow in recognizing this competitive 
potential, but now most are aware of this. 
Organizations have little reason to question the management methods 
when there is success. However one of the failures of success is the 
complacency, arrogance and certainty that sets in all too easily and naturally 
when everything is going smoothly. It is easy to believe that organizations 
have found the magic formula for everlasting success. Organizations first 
assume the natural universal order of permanent positions number one 
because they are obviously smarter, faster, stronger, and better in so many 
ways. 
But growth, expansion, and 'good times' can maslc a number of 
problems. When revenues are growing, a host of problem can be papered 
over. Unhappy employees can be bought off with higher wages or replaced; 
poor quality products can be repaired or replaced; customers can be bought 
with expensive sales and marketing efforts or replaced. In midst of this 
prosperity and good times easily become mistaken for good management, 
especially if the competition is no better, or is even worse, in other words the 
seeds of business failure are sown in good times and not in bad times. 
During times of prosperity danger lurks everywhere. Growth masks 
waste, extravagance, and inefficiency. The moment growth slows; the 
accumulated sins of the past are repeated all the way to the bottom line. In a 
world full of good products, service is quickly becoming the competitive 
battleground and as global competition intensifies and companies around the 
world invade each other's markets, cost and quality differences among all 
sorts of goods and services are shrinking. The company that coddles 
customers best has a competitive edge. 
By all accounts, service sector symbolizes the onset of the Third 
Revolution in our modern history. The First Revolution seemed to have 
occurred in our life in the form of the agriculture where the man learnt to use, 
exploit and interact with nature for development. The revolution ended our 
dependence or the need to kill animals for human survival and heralded the 
arrival of human dignity. The chief elements of the First Revolution were 
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thus, natural resources and the human abiUty to exploit them. The battle 
ground for the first revolution was the fields. 
Disgruntlement with services runs almost counters to the prevailing 
attitude about products. Consumers show a reasonable level of satisfaction 
with the merchandise they buy, thanks largely to technological advances: but 
the harsh world of the service economy intrudes once again ou' their 
contentment when a modern product suffers a break down. 
Service quality has become important in many ways for most 
organizations. Still the general view is that organizations don't take it too 
seriously. Nothing is as common today as the organization committed more to 
lip service than customer service; more interested in advertising than action. 
In fact too many companies seem to consider customers as nothing 
more than a necessary nuisance. Oh, they may say otherwise, but they don't 
deliver. If the road to hell is paved with good intentions, then the road to 
business failure is littered with placards proclaiming 'the customer is always 
right'. 
Studies focusing on service quality management have suggested that 
service firms may be spending too little effort on service planning 
development. A distinguishing feature of successful and unsuccessful new 
service introductions includes the extent of planning activities undertaken, 
although the detailed descriptions of what constitutes good planning and 
critical planning tools are not well defined. Because services entail the 
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interaction of personnel (human resource management), delivery processes 
(operations), marketing and information technology (IT), inadequate 
integrative planning for service quality contributes to the "cycle of service 
failure". 
Some authors have stated that service quality can be viewed as the 
most important issue in achieving service sector competitive advantage and 
financial success. A variety of research has been conducted that sheds light on 
the economic impact of superior service quality. This stream of research 
supports the proposition that achieving service quality superiority vis-a-vis 
relevant competitors' yields improved profitability due to reduced costs, 
higher margins and increased market. 
Until recently TQM has been associated with manufacturing rather 
than services. It has established its reputation by providing management in 
Japan, and subsequently in other industrialized nations, with a highly effective 
route to improving the quality of manufactured goods. The principles of TQM 
are, however, seen as being applicable to service industries, although the 
problems posed in measuring service quality have yet to be overcome. 
Most forms of measurement of service quality now focus on customer 
satisfaction, relevant to both manufacturing and service industries. This is 
clearly brought out in the definition of TQM which basically involves 
everyone in an organization and associated business processes cooperating to 
furnish products and services that meet their customer's needs and 
expectations. 
Service industries especially those of western countries and 
industrialized nations have taken the lead in applying TQM in the provision of 
services. The TQM movement in the West was slow to recognize the 
importance of human factors in the successful implementation of TQM. Early 
emphasis was on production methods, measurement, and conformance to 
specification. Human factors in recent years have been accorded greater 
attention, following the realization that teamwork, co-operation, and 
motivation cannot be taken for granted. Japanese manufacturing companies 
had always placed strong emphasis on human factors, and have continuously 
emphasized that all employees have a responsibility for quality. TQM is 
concerned with moving the focus of control from outside the individual to 
within: the objective being to make everyone accountable for their own 
performance, and to get them committed to ^attaining quality in a highly 
motivated fashion. 
If these comments hold true for the successful implementation of TQM 
in manufacturing organizations, then the nature of service organizations 
suggests that they apply with even greater force to the provision of services. 
Service organizations are very labour intensive, and their staffs come into 
frequent contact with the public. Teamwork, co-operation and motivation are 
critical to delivering a quality service. Customer satisfaction is, of course, an 
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outcome of a range of factors which in financial services would include 
friendly and courteous service, the quality of products (financial services), 
credit facilities, bank charges, and the reliability of cash-point machines. 
In order to cater for the vaiying needs of our customers, some form of 
organization needs to be done in order to satisfy their needs. To achieve the 
organizational goals the various functions in a company i.e. Marketing, 
Finance, Production, Service, Human Resources, Training and Administration 
need to work in unison and towards the same goal. Some form of system 
needs to be in place in order to achieve this, bearing in mind that "customer" 
not only means the people buying from the company, but also the internal 
customers, for example: a Manager is a customer of his secretary. Added to 
satisfying customer's requirements are reputation. In other words, is the 
company or supplier known for satisfying customer needs (good reputation), 
or not (bad reputation). 
The reputation enjoyed is built on reliability, price, delivery, fitness for 
purpose, thus quality. Quality is the most important of these competitive 
weapons. Quality is meeting the customer requirements in all aspects and is 
not restricted to the functional characteristics of the product or service, but 
entails the complete process of doing business. 
Why Total Quality Management then? Traditionally Quality has been 
regarded as the responsibility of the Quality Control department, yet quality 
problems exist for example in finance, administration and dispatch 
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departments as well. TQM requires a comprehensive approach to quality, in 
all aspects of a business to first be recognized and then implemented. In 
modern society price has been replaced by quality and without strategically 
planning in order to maintain and increase market share, the company is 
doomed for failure. 
TQM is an approach to improving competitiveness, effectiveness, 
efficiency and flexibility of the organization. It is essentially a way of 
planning, organizing and understanding each and every activity that takes 
place in the organization, and depends on every individual at his or her own 
level in the organization. Thus from Senior Executives to the person just 
cleaning the premises has to be involved in the quest for continual 
improvement towards the same goals, recognizing that each person and each 
activity interacts and has an effect on others. 
TQM is all about change. Change for the better and towards continual 
improvement, thus providing for increased profits. To implement TQM entails 
quite a bit of work and is not a simple task. Of utmost importance is 
communication and especially commitment from each and every one to 
actually improve. To actually think that the change and improvement will 
occur by itself is foolhardy. The process is pretty painful and tedious. 
Firstly the organizational culture should change in order to facilitate 
the TQM process. The cultural change is required in order to provide the 
proper culture and environment for change, ensure that the change stays and 
has the desired results. Secondly, training in the basic elements of TQM must 
be provided to all employees, whilst employees who are going to be actively 
involved in the implementation process (Setting standards, writing procedures 
and instructions, performing audits, etc.) must be more thoroughly trained. It 
is of vital importance that all employees are involved in the process. This 
ensures that they actually take "ownership" of the process to facilitate the 
success of the programme. 
Thirdly, Deming, Juran, Crosby, Feigenbaum etc., are all quality gurus 
whom have influenced the direction of quality world-wide. It is wise to draw 
from their recommendations and philosophies in order to strategize and 
implement the cultural changes required to achieve quality and a healthy 
organization. 
Fourthly, a system for the implementation of quality must be chosen. 
There are a few systems available to choose from. Amongst these are: 
Standards set to stand in contention for the Malcolm Baldrige National 
Quality Award, the European Foundation for quality award, and ISO 9000. 
The quality management system should define and cover all facets of the 
organization's operation, from identifying and meeting the needs and 
requirements of customers, design, planning, purchasing, manufacturing, 
marketing, packaging, storage, delivery, and include all relevant activities 
such as finance, personnel, and administration. It deals with organizational 
responsibilities, procedures and processes. If it is to be effective, the system 
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must be developed against a reference base on which its adequacy can be 
judged and improvements made. This reference base is called a quality system 
standard. 
Total Quality Management (TQM) has been one of the most 
significant management "movements" in the industrialized world during the 
past 25 years and perhaps one of the most significant management movements 
since "management" became an identified professional activity. The TQM 
movement began in the U. S. in the early 1980s, primarily in manufacturing 
companies that were facing severe competitive pressure, most notably from 
Japan. TQM, in fact, began largely as an attempt by U.S. companies to 
implement quality- and customer-focused management systems comparable in 
character to Japanese Total Quality Control (TQC). 
The relationship between the adoption by companies of certain 
practices and performance is the subject of constant interest among 
researchers in the field of business management. The implementation of any 
kind of practice represents a cost for the company, both in terms of human and 
material resources. If the efforts made with regard to the implementation and 
maintenance of these practices are to show a return, then an improvement in 
the results must be achieved. In the field of QM we need to distinguish 
between QM practices (input) and quality resuhs (output). Over the last few 
years, there have been a number of studies which have tried to relate QM 
practices with different operational results, including quality results, among 
others. 
In view of the importance of service quality management the objectives of 
the research were broadly classified as 
1. To identify the management systems being used for delivering 
superior service quality by high performing service sector firms in 
India. 
2. To develop a service quality system or model which can be used 
by Indian service sector firms for delivering service quality and 
thereby achieving business excellence. 
Based on the research objectives, the extensive literature review, 
brainstorming sessions with the researcher's supervisor, and informal talks 
with quality practitioners, five research questions have been proposed. They 
are listed as follows: 
Question 1: What is TQM and its role in delivering superior service 
quality? 
Question 2: What is the linkage between TQM and corporate 
performance? 
Question 3: Whether high performing Indian service organizations are 
implementing TQM? 
/ ; 
Question 4: How TQM is being used in Indian service organizations to 
deliver service quality? 
Question 5: What kind of service quality model should be developed in 
order to guide Indian service organizations achieving high powered 
corporate performance? 
In order to reach the research objectives and answer the research 
questions, the study was divided into two parts and the following strategies for 
collecting data were adopted: 
Phase I: A questionnaire based survey instrument was used to find out the 
level of TQM implementation in the organizations. The instrument used is a 
validated research instrument developed Zhihai Zhang (Zhang, 1999). 
Targeted respondents are high-ranking executives, holding titles such 
as Chief Executive Officer, Vice President, Country Managers, Managing 
Directors, President, etc. 
The questiormaires were sent to 20 service firms in the New Delhi 
region. Finally, 13 questionnaires were returned, with a response rate of 
approximately 65%. The information obtained from the questionnaire survey 
was used mainly in identifying as to whether these service organizations have 
a management system based on Total Quality Management or some other 
management system is present in these service organizations. 
Once the questionnaires were received and analyzed it was clear that 
most of the firms were implementing TQM formally or informally or had a 
management system in place which was very similar to TQM. ~ 
Phase II: Once it was clear that these service organizations were using TQM 
the next logical step was to find out or identify how these firms were using 
TQM philosophy, tools and techniques to deliver service quality. An open 
ended questionnaire based on the Baldrige criteria for corporate excellence 
was mailed to all the respondents of the first phase who had returned the 
earlier questionnaire duly filled in. 
The information obtained from these open ended questionnaire was 
used in developing case studies as the chosen organizations were from various 
industries like financial services, banking, hotels, airlines etc., which meant 
that practices across various industries might not be the same. Moreover even 
if they are using the same set of principles the focus or implementation may 
vary. 
Secondly information obtained from these open ended questionnaires 
in conjunction with secondary data was used in developing the service quality 
model. The findings from the questiormaire survey was interpreted and 
analyzed with the help of checklist generated by an extensive and thorough 
study of the literature and other research instruments. 
The results obtained from the three open ended questionnaire were 
used to interpret the research findings, which have a number of practical 
implications. First, the organizations that have a superior business 
performance and service quality are implementing TQM and implementing 
TQM does payoff. Second, leadership and top management commitment to 
service quality is the one of the most factors in determining the success of 
organizational overall business performance. In other words, without strong 
leadership and top management commitment, it is impossible for the firm to 
achieve good overall business performance. Third, the research findings can 
imply that it is not necessary for all TQM elements to be present to ensure the 
success of the TQM programs and overall business performance. In other 
words, even if a few elements are not present, it is still possible to obtain the 
required level of overall business performance. 
Based on the existing TQM literature, the three open ended 
questionnaire which were returned duly filled in, and the findings from the 
questiormaire survey, a service quality model was developed for Indian 
service firms. Secondary data was used to fill in the gaps. The model consists 
of a framework of TQM, a set of implementation practices. This model shows 
that the application of these TQM practices in combination can lead to 
improvements in overall business performance. 
It should be noted here that there is no single or best way of 
implementing this service quality model. Firms are different in terms of their 
people, culture, history, goals, structure, products, services, technologies, 
processes, and operating environments. Therefore, they should combine their 
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uniqueness with this model and consequently develop their own ways to 
excellence. Thus, firms can optimize the use of this model by blending with it 
and applying it to their own situations. Thus, their own methods.can.better.suit 
their situations. Implementing and improving the service quality model is a 
never-ending process. Investing in service quality model often implies a 
choice for a long-term effort that requires a great deal of energy, management 
attention, money, patience, and tenacity. 
Although this model is initially developed for service sector firms in 
India, firms in other countries also can use it as reference, since the existing 
quality management knowledge was used extensively to develop this model. 
Therefore, many principles and practices presented in this model can be used 
for firms in other countries. However, some practices are particularly 
applicable to Indian service organizations, and may not be so to firms in other 
countries. It should be noted that there are many types of firms in terms of 
ownership in India. Additionally, different firms are involved in different 
businesses. Some practices presented in the model carmot be applicable to all 
kinds of Indian firms. 
Therefore, they must tailor some practices to meet their own specific 
requirements. Although this model was initially developed for Indian service 
firms, it is hoped that it can also be helpful for public sector service 
organizations in India. This is due to the fact that the basic philosophy of 
TQM is applicable to any type of organization. It is not surprising that some 
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principles and practices presented in the model are the key to the success of 
any organization. That is not to say, however, that they are a panacea or can 
be implemented without attention to specific circumstances and 
characteristics. 
In the end it is necessary to review this study in the light of the five 
research questions. The first question, "What is TQM and its role in delivering 
service quality?" was answered on the basis of the extensive literature review. 
The defined concept of TQM was used throughout this study, which laid a 
solid foundation for conducting this research. The second question, "What is 
the linkage between TQM and corporate performance?" was also answered on 
the basis of the extensive literature review. The third question, "Whether the 
high performing service firms in India were implementing TQM?" was 
answered using the data from 13 Indian service firms. The effects of TQM 
implementation and different TQM constructs were identified. The fourth 
question, "How TQM is being used in Indian service organizations to deliver 
service quality?" was answered by developing case studies on service 
organizations. The fifth question, "What kind of service quality model should 
be developed in order to guide Indian service organizations for achieving 
high powered corporate performance?" was answered by developing a 
service quality model, which combined the existing TQM theory, the 
questionnaire survey findings, and the case studies. 
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PREFACE 
In the developed and developing nations, over the past two decades, 
the service sector has become the dominant element of the economy. The 
service sector encompasses a diverse and complex range of organizations 
and enterprises. These include the national and local government: for 
example, education, health, social security, police, the military, transport, 
legal, information, public utilities, hotels, airlines, restaurants, solicitors, 
retailers, entertainment, banks, insurance companies, advertising agencies, 
consultancy firms, market research companies, and communications. 
Recent surveys by leading market research firms have identified, 
"quality", "customer satisfaction" and "identification of what constituted 
value to the customer" by the respondent companies as either "important" or 
"very important". This response illustrates the importance placed on 
"quality" and "customer satisfaction" by many organizations. The empirical 
analysis of the Profit Impact of Marketing Strategy database has shown a 
positive relationship between perceived quality and an organization's 
financial performance. Companies with perceived high quality "goods" and 
"services" typically had higher market share, higher return on investment and 
asset turnover than companies with perceived low quality. This led to the 
conclusion that in the long term, the most important factor affecting business 
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performance is the quality of "goods" and "services" offered by the 
organization, relative to its competitors. 
Service quality is considered a critical determinant of 
competitiveness. Attention to "service quality" can help an organization to 
differentiate itself from other organizations and through it gain a lasting 
competitive. High quality of service is considered an essential determinant of 
the long-term profitability not only of service organizations, but also of 
manufacturing organizations. In some manufacturing industries "service 
quality" is considered a more important order winner than "product quality". 
Superior "service quality" is a key to improved profitability, and not the cost 
of doing business. Exemplary service is the next sale in the making. 
Despite the increasing importance of the service sector and of the 
significance of quality as a competitive factor, service quality concepts are 
not well developed in a country like India where most of the organizations 
are still caught in the time warp. In this respect, the service sector lags 
behind the manufacturing sector. Moreover, the service sector lags behind 
the manufacturing sector in embracing philosophies such as "total quality 
management" and "continuous improvement". There are major differences 
between services and manufacturing sectors as far as "quality" is concerned. 
Certain inherent characteristics of the service sector increase the complexity 
of "quality control" and "improvement efforts". 
In this thesis we examine the underlying concepts of "service quahty" and 
review several of the management philosophies that mcoiporate service 
quality and customer satisfaction as a way of achieving competitive 
advantage The aim of this wide-ranging review is to bring a variety of 
ideas and models together This will promote a better understanding of 
pertinent issues and of improvement strategies open to service organizations 
The starting point, however, is a brief examination of differences between 
service quality and customer satisfaction goods This will set the scene and 
help to put "service quahty" m a proper context In addition, potential 
obstacles to "service quality" improvements are identified and discussed 
This research has been conducted with a view of understanding and 
identifying the management philosophies, tools and techniques adopted by 
the leading service organizations in India to deliver excellent service quality 
which results m a competitive advantage for the firm Model case studies 
have been developed to help understand the implementation of the above 
This research aims at achieving the following research objectives 
1 To identify the management systems being used for delivering 
superior service quality by high performing service sector firms m 
India 
VI 
2. To develop a service quality system or model which can be used by 
Indian service sector organizations for delivering service quality and 
thereby achieving business excellence. 
Thus, new knowledge related to service quality management in Indian 
service organizations can be derived. In this research, new knowledge is 
generated from existing TQM Icnowledge integrated with specific 
characteristics of Indian service organizations. After reviewing the existing 
TQM literature, it has become very clear that this research project is the only 
one that examines the effects of TQM implementation in India. In addition, 
this research attempts to develop a TQM implementation model that can be 
used by Indian service organizations. 
Based on the research objectives, the extensive literature review, 
brainstorming sessions with the researcher's supervisor, and informal talks 
with quality practitioners, five research questions have been proposed. They 
are listed as follows: 
Question 1: What is Total Quality Management (TQM) and its role 
in delivering superior service quality? 
Question 2: What is the linkage between TQM and corporate 
performance? 
Question 3: Whether high performing Indian service organizations 
are implementing TQM? 
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Question 4: How TQM is being used in Indian service organizations 
to deliver service quality? 
Question 5: What kind of service quality model should be developed 
in order to guide Indian service organizations achieving high 
powered corporate performance? 
Structure of the Thesis 
Chapter 1 discusses in detail the context of service quality. An 
extensive literature review has been undertaken to highlight the importance 
of service quality for service organizations. The linkage between customer 
satisfaction, service quality and Total Quality Management (TQM) is also 
dealt with extensively. 
Chapter 2 describes the concept of TQM based on the literature from 
the five quality gurus (Deming, Juran, Crosby, Feigenbaum, and Ishikawa), 
the three quality award models (the Deming Prize, the European Quality 
Award, and the American Quality Award), and others conducting research in 
the field of TQM. Thus, the concept of TQM is defined and the research 
question "What is TQM and its role in delivering superior service quality?" 
is answered. 
Chapter 3 reviews the existing literature and identifies the linkage 
between TQM and Corporate perfonnance. Thus, the research question 
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"What is the linkage between TQM and corporate performance?" is 
answered. 
Chapter 4 presents the methodological perspectives of this research. 
The strategies adopted in this research are discussed in greater detail. The 
issues of how to develop the research questionnaire, how to conduct the 
questionnaire survey and how to conduct the case study are described in this 
chapter. 
Chapter 5 presents the analysis and interprets the impact of TQM 
elements on service quality of the selected companies in light of the 
information and data collected. Separate analyses have been done for each 
company which is followed by a descriptive consolidation of results and 
concluding comments in the form of summary. 
The chapter also consists of profiles of the three selected service 
organizations viz. Citibank, Jet Airways and Eastern India Hotels. The TQM 
constructs and variables, identified earlier and Malcolm Baldrige National 
Quality Award (MBQNA) criteria for Business Excellence form the basis of 
the company profiles. In presenting the company profiles, elements of 
analyses and criticism have been avoided and all efforts have been made to 
report the bare facts. The case studies have been developed based on the 
information collected in the second phase of the study. They provide an 
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extensive insight as to how the selected service organizations are able to 
deliver superior service quality. 
Chapter 6 presents a brief summary of the research and the main 
conclusions based on the preceding chapter and with respect to the new 
knowledge derived from this research. The researcher has also developed a 
model for delivering service quality excellence in the Indian context. The 
limitations of the research and issues requiring further study are also 
addressed. 
References are given at the end of the thesis as most of the doctoral 
theses in the area of TQM have adopted such a style which has gained 
worldwide acceptance among researchers and the academia. 
Chapter 1 
Introduction 
Chapter 1 
INTRODUCTION 
"Quality is never an accident; it is always the result of intelligent effort. " 
John Ruskin 
English art critic and historian 
1.1 Introduction 
Whether we are Uving in the worst of times or the best of times 
depends on one's perspective. However, it is clear that we are living in 
radically changing times. Around the globe, whole societies are in the midst 
of dramatic transformation as our world order is fundamentally restructured 
(Toffler, 1990). 
The world of management is also in the midst of revolution. The 
principles of mass production deeply ingrained throughout the world are now 
recognized as a major contributor to lack of competitiveness and the poor 
economic performance of many corporations and public institutions. 
The available evidence points to rising consumer expectations 
coupled with declining tolerance for low quality products and services. 
Today, "quality" is either the price of entry, or a source of competitive 
advantage. Service organizations were initially slow in recognizing this 
competitive potential, but now most are aware of this. 
Organizations have little reason to question the management methods 
when there is success. However one of the failures of success is the 
complacency, arrogance and certainty that sets in all too easily and naturally 
when "everything is going our way". It is easy to believe that organizations 
have found the magic formula for everlasting success. Organizations first 
assume the natural universal order of permanent positions number one 
because they are obviously smarter, faster, stronger, and better in so many 
ways. 
But growth, expansion, and 'good times' can mask a number of 
problems. When revenues are growing, a host of problem can be papered 
over. Unhappy employees can be bought off with higher wages or replaced; 
poor qiiality products can be repaired or replaced; customers can be bought 
with expensive sales and marketing efforts or replaced. In midst of this 
prosperity and good times easily become mistaken for good management, 
especially if the competition is no better, or is even worse, in other words the 
seeds of business failure are sown in good times and not in bad times. 
During times of prosperity danger lurks everywhere. Growth masks 
waste, extravagance, and inefficiency. The moment growth slows; the 
accumulated sins of the past are repeated all the way to the bottom line. In a 
world full of good products, service is quickly becoming the competitive 
battleground and as global competition intensifies and companies around the 
world invade each other's markets, cost (from improved productivity) and 
quality differences among all sorts of goods and services are shrinking. The 
company that coddles customers best has a competitive edge. 
By all accounts, service sector symbolizes the onset of the Third 
Revolution in our modem history. The First Revolution seemed to have 
occurred in our life in the form of the agriculture where the man learnt to 
use, exploit and interact with nature (land and natural resources) for 
development. The revolution ended our dependence or the need to kill 
animals for human survival and heralded the arrival of human dignity. The 
chief elements of the First Revolution were thus, natural resources and the 
human ability to exploit them. The battle ground for the first revolution was 
the fields. 
Disgruntlement with services runs almost counters to the prevailing 
attitude about products. Consumers show a reasonable level of satisfaction 
with the merchandise they buy, thanks largely to technological advances: but 
the harsh world of the service economy intrudes once again on their 
contentment when a modem product suffers a break down. 
In a recent study conducted by Strategic Planning Institute (SPI) 
found that "customers value good repair work, delivery, and sales assistance 
almost as much as they value the quality of the product itself Those who get 
top notch service often think more highly of the product they have 
purchased". 
The combination of competitive forces and changing consumer 
expectations has made service the management issue of the future. A Gallup 
poll commissioned by the American Society of Quality Control found 
service quality to be single most important business issue faced by more than 
615 U.S. CEO's in both manufacturing and the service sectors (ASQC, 
1989). 
Today's businesses, instead of operating in a market place of fixed 
and known competition and stable customer preference, work in a war zone 
of rapidly changing competitors, technological advances, new laws, managed 
trade policies and diminishing customer loyalty. Businesses find themselves 
in a race where the road signs and rules keep changing, where there is no 
finish line, no permanent 'win'. 
Today customers exhibit varying and diverse requirements for 
product/service combinations and prices. They have a high rising expectation 
of quality and service. In face of their vast choices, customers will gravitate 
to the offering that best meet their needs and expectations. In today's 
competitive markets "quality" is a business imperative rather than a luxury. 
Increasingly in many markets "quality" is the price of entry and in others a 
major source of competitive advantage. The ability to design a "services 
package" that consistently meets the customers' requirements is an important 
element of a successfiil quality improvement strategy. The inherent nature of 
"service package" complicates the design problems. 
1.1.1 The Service Quality Imperative 
Service quality has become important in many ways for most 
organizations. Still the general view is that organizations don't take it too 
seriously. According to Zemke (1990), "Nothing is as common today as the 
organization committed more to lip service than customer service; more 
interested in advertising than action". 
Capodagli and Jackson (1998) point in the same direction: "All too 
many companies seem to consider customers as nothing more than a 
necessary nuisance. Oh, they may say otherwise, but they don't deliver. If 
the road to hell is paved with good intentions, then the road to business 
failure is littered with placards proclaiming 'the customer is always right'". 
Studies focusing on service quality management have suggested that 
service finns may be spending too little effort on service planning 
development (Edgett, 1994; Heskett et a l , 1990; Martin and Home, 1993). A 
distinguishing feature of successfiil and unsuccessfiil new service 
introductions includes the extent of planning activities undertaken (Cooper et 
al., 1994; de Brentani, 1995), although the detailed descriptions of what 
constitutes good planning and critical planning tools are not well defined. 
Because services entail the interaction of personnel (human resource 
management), delivery processes (operations), marketing and information 
technology (IT), inadequate integrative planning for service quality 
contributes to what Schlesinger and Heskett (1991) refer to as the "cycle of 
service failure". The ensuing costs associated with poor service quality 
include: 
• Low customer satisfaction, high customer defection rates, lost 
sales and loss of customer loyalty; 
• Low employee morale leading to high turnover and 
absenteeism; and excessive costs associated with attracting 
new customers, epmloyees and overcoming a damaged image. 
Further, service managers face the daunting task of appeasing 
dissatisfied customers and resolving customer complaints after the service 
has failed. Several authors have maintained that the total cost of quality in a 
service environment, resulting in large part from poor quality planning in 
service firms, is typically 25-35 per cent of total costs (Crosby, 1979; Juran 
and Gryna, 1993). Others have argued that prevention of service failures is 
the most cost effective approach to ensuring customer satisfaction (Bank, 
1992) because correcting a quality failure's impact is, in general, more 
expensive than preventing such a failure in the first place (Georgantzas and 
Madu, 1994). 
1.1.2 Service Quality Management 
Some authors have stated that service quality can be viewed as the 
most important issue in achieving service sector competitive advantage and 
financial success (Berry and Parasuraman, 1991). A variety of research has 
been conducted that sheds light on the economic impact of superior service 
quality (Reichheld and Sasser, 1990; Rosenberg and Czepiel, 1984; 
Schlesinger and Heskett, 1991; TARP, 1986). This stream of research 
supports the proposition that achieving service quality superiority vis-a-vis 
relevant competitors' yields improved profitability due to reduced costs, 
higher margins and increased market share (Berry and Parasuraman, 1991). 
The above cited researches focus on both revenue and cost of quality 
dimensions. Quality cost models generally define the total cost of quality as 
the sum of the costs associated with: 
• prevention of failures (e.g. blueprinting and process design); 
• appraisal or quality assurance costs involved in controlling the 
processes and testing for failures (e.g. administration and data 
analysis of customer satisfaction surveys); 
• all costs associated with the failure itself, including excess 
capacity and service over design (e.g. lost opportunities, 
system costs of greatly exceeding customer expectations, cost 
of service guarantees exercised, etc.). 
Over time, quality programmes are designed to enhance the firm's 
revenue potential and reduce the total cost of quality (Bank, 1992). Service 
firms ofi:en begin the process of quality improvement by providing incentives 
to retain dissatisfied customers (e.g. free coupons to recompense for a service 
failure) or by increasing the level of time and effort devoted to inspection 
type activities (e.g. checking and rechecking a loan application before 
approval). However, significant reductions in the cost of quality eventually 
require firms to shift their orientation away from "inspecting poor quality 
out" to "designing good quality in" through greater prevention effort 
(Omachonu and Ross, 1994). Importantly, these gains are most effectively 
and efficiently captured at the service design and planning stage (Bank, 
1992; Juran and Gryna, 1993). 
To date, however, in any direct comparison with goods producing 
firms, service firms score consistently lower on quality conformance ratings 
(Berry and Parasuraman, 1991). In addition, service firms are under-
represented as winners of the Malcolm Baldrige National Quality Award, 
relative to their contribution and participation in the overall economy. Two 
of these service firm winners fall into the mass service classification where 
traditional statistical process control and quality improvement techniques 
have more obvious and direct applicability. Some authors have suggested 
that service finns have been reluctant to adopt comprehensive quality control 
and improvement efforts (Showalter and MulhoUand, 1992) although, at least 
for industrial financial services, there appears to be a more favourable trend 
(de Brentani, 1993; de Brentani and Cooper, 1992; Edgett, 1994). 
1.2 The Nature of Service Quality 
Services have distinctive characteristics which must be considered 
when one is concerned with service plaiming, implementation, control and 
management. Berry and Parasuraman (1991) have pointed out changes in 
attitudes which are essential to reach excellence in service contexts. These 
changes form a new paradigm for the service quality issue and must be 
highlighted in a new service quality improvement and maintenance 
methodology. The paradigm can be explained as follows: 
From 
To be good 
Product Quality 
Managerial Support 
Functional Isolationism 
Quality in somebody's concern 
Some employees have customers 
Recovery is a problem 
Mistakes cannot be avoided 
Service has no shape 
Quality Improvement Programs 
To 
To be excellent 
Quality in everything 
Managerial Involvement 
Team energy 
Quality is my concern 
All the employees have customers 
Recovery is an opportunity 
Make always everything right at the first time 
Service systems have to be planned 
Continuous improvement 
Table 1: The Service Quality Paradigm 
As it has been pointed out, reliability is the most relevant aspect in 
the determination of service quality. In this way the essence of service is the 
reliability experimented by the customer during the service production. 
Reliability involves the probability of a service in performing a specified 
function without failures/mistakes. Therefore, reliability includes the idea of 
zero defects. 
The customers' expectancies and requirements are real reliability 
standards. Due to the service characteristic of intangibility, the quality 
evaluation criteria are more subjective which represents further difficulties in 
the characterization of reliability in service contexts. 
In a service production system there are two different dimensions which are: 
• The interactive dimension which highlights the relationships which 
involve the organization; the relationship between the organization 
and its customers is of primary importance; 
• The support dimension which includes systems, equipments, 
procedures, routines which are fundamental to the service production 
process. 
The interactive and support dimensions are influenced by the 
organizational culture. The organizational culture can be seen as a set of 
shared values and rules which determine the service orientation. The 
organizational culture has an important role in the determination of the 
service firm perfonnance defining an expected standard in accordance with 
its mission. The customers' expectancies are based on what the firm intend to 
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do for its customers and is usually incorporated in the organization's mission 
statement. 
If organizational culture is important in the search for excellence in 
results (Gronroos, 1990), an integration of culture, quality and marketing in 
service contexts becomes compulsory. This can be seen in the figure below: 
SERVICE MARKETING 
MANAGEMENT 
ORGANISATIONAL CULTURE 
MANAGEMENT OF 
MOMENT TRUTH 
CUSTOMER SERVICE 
PERCEPTION 
ESTIMATE OF SERVICE 
QUALITY CONSTRUCT 
INTERNAL 
MARKETING 
DISSEMINATION OF A SERVICE 
CULTURE 
CUSTOMER 
SATISFACTION 
RELATIONSHIP QUALITY 
IMPROVEMENT 
VALUE GENERATION 
IN PRIMARY CHAINS 
Figure 1- Quality, Marketing and Culture in Service Context. 
11 
There are three basic types of relationship that must be taken into account. 
They relationships can be seen in Figure 2. 
SERVICE FIRM 
INTERNAL MARKETING 
OR ENDOMARKETING 
EXTERNAL MARKETING 
EMPLOYEES INTERACTIVE 
MARKETING 
CUSTOMERS 
Figure 2: The Service Marketing Triangle 
The firm-customers relationship is related to the organizational 
activities concerning product conception, price determination, distribution 
networks and service promotion. This relationship focuses on the creation of 
expectancies based on service provider's promises. 
The firm-employees relationship involves a set of internal activities 
with the aim of highlighting a service culture and of maintaining a service-
orientation among the employees. The employees-customers relationship 
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concerns the employees' experience in serving the customers. This 
relationship is centered on the fulfillment of the promises at the moments of 
truth, i.e. the moments in which the contact between customer and supplier is 
established. 
1.2.1 The Interactive Approach to Service Quality 
Leste and Vittorio (1996) state that the customer's perception of the 
service quality also named service level is a complex set of explicit and 
implicit attributes which suffer a strong influence of the sensations 
experimented by the customer at the moments of truth or service encounters. 
The service firm must have an important resource to cope with its search for 
excellence in service - contact staff conscious of the customers' importance, 
of the service function and the employees' role in the determination of a 
positive perception of the service by the customers. 
The interactive approach introduces a new approach to the 
relationships between customers and organization as well as a new 
conception of organizations. These aspects can be visualized under the 
relationship-based dimension which is shown in the table below in 
comparison to the traditional transaction-based dimension: 
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Focus of Analysis 
Market Strategies 
Time Coverage 
Benefits for involved 
individuals or 
organisations 
Objectives 
Space Coverage 
Profile of 
Interorganisational 
Relationships 
Characterization of 
organisations 
Conception of 
organisations 
TRANSACTION-
BASED 
Discrete transactions 
Individuals interests 
competition 
Short-term 
Satisfaction of punctual 
requirements 
Profit 
Supplier-customer 
Linear and discrete 
relationships 
They are seen as 
punctual elements 
Traditional 
RELATIONSHIP-
BASED 
Relationship-based 
continuous transactions 
for relationships 
Shared interests Co-
operation 
Long-term 
Relationship loyalty 
Harmony and stability 
in relationships 
All environmental 
dimensions 
Continuous and 
network like 
relationships 
They are seen as a set of 
internal supplier 
customer pairs 
Imaginary 
Table 2: The Interactive Approach to Service Quality 
The service quality perception is improved whenever the firms are 
engaged in the establishment of more intense and lasting relationships. The 
customer's satisfaction and the intensity of service provider/customer 
relationship are interrelated as it can be seen in Figure 3. 
As it can be seen in the figure 2, an Internal Marketing Program in a 
service finn is an important tool to promote conditions for the development 
14 
of a service culture, the creation and maintenance of a group of employees 
who are conscious of the organization's mission and of the customer's 
importance Therefore, the Internal Marketing Program is essential to the 
establishment of a service orientation 
Service Quality 
Customer Expectancies 
Perceived Risk 
Customers Perception 
of Service Value 
Customer's 
Satisfaction 
Relationship 
Length 
Relationship 
Intensity 
Relationship 
Profitability 
Source: Storbacka, Strandvik and Gronoroos(1994) 
Figure 3-Relationship and Satisfaction in Service Context 
1.2.2 The Service Quality model 
Early insights into how service quality is perceived by customers 
were provided by Sasser et al back in 1978 They argued that service is a 
complex bundle of exphcit and implicit attributes, comprising the substantive 
service (the essential function of the service) surrounded by a number of 
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peripheral services. They argued that, whether this offering is communicated 
via performance or advertising or other signals, the consumer compares it 
with their needs to arrive at their perception of service quality. "The quality 
or service level is an intuitively integrated value of the appropriateness of the 
service offerings to the consumer's needs." (Sasser et al, 1978 p. 177). 
According to the Sasser et. al. model the consumer has a variety of 
needs, which may cause conflicts in terms of the attributes they desire, these 
attributes being: 
The substantive service: the essential function of the service 
Security: the safety of the consumer or their property 
Consistency: standardization and reliability 
Attitude: in interpersonal reactions, printed material, signs, etc. 
Completeness: the array and variety of services offered 
Condition: the service environment - cleanliness, comfort, 
atmosphere _ 
Availability: ease of access in time and space 
Timing: time required for, and pace of, service performance. 
The authors provided three alternative models that consumers might 
use in comparing the appropriateness of particular mixes of these attributes, 
that is, the service quality of competing offerings. They argued that each 
model might be appropriate in different situations, and might be used to 
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provide absolute, or more typically relative, values for service quality. The 
three models are: 
1. One attribute determines the value; all others receive only nominal 
or no consideration. 
2. One attribute determines the value, but certain attributes must 
achieve at least the threshold condition. 
3. A weighted average is used, so that a high score on one attribute 
may offset a low score on another. 
In 1984 Gronroos set out to define from scratch how service quality 
is perceived by consumers and to determine the ways in which service 
quality is influenced. Based on his review of the consumer behaviour 
literature, Gronroos too concluded that perceived service quality is the 
outcome of a comparison between perceived service and expected service. 
Expected service was likely to be influenced by marketing activities, 
traditions, ideology, word of mouth and previous experience. Expectations 
were implied by Gronroos to be ideals that cannot be exceeded: "In order to 
keep the gap between the expected service and perceived service as small as 
possible, two things seem to be critical to the service finn..." (Gronroos, 
1984). 
Like Sasser et al Gronroos concluded, based on the product 
satisfaction literature that perceived service is the consumer's view of a 
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bundle of service dimensions. Some of these are technical, to do with what 
the customer gets, and some are functional, to do with how the customer gets 
it. Here we have parallels with the substantive and peripheral services of 
Sasser et al. According to Brogowicz et al (1990), Gronroos defined the 
technical quality as the quality of knowledge, technical ability, computerised 
systems, machines, and technical solutions. Functional quality was defined 
as the quality of attitudes, internal relations, behaviour, service-mindedness, 
appearance, accessibility, and consumer contacts. 
In addition, Gronroos (1984) believed both expectations and 
perceptions would be influenced by the image of the service firm, which was 
itself built up by the technical and functional quality. It should be noted that 
Gronroos used the terms technical quality and functional quality in the sense 
of internal quality: "...he will also be influenced by the way in which the 
technical quality is transferred to him functionally." (Gronroos, 1984). 
By analogy with product satisfaction, and based on informal case 
studies, Gronroos argued that functional quality would be more important to 
the perceived service than technical quality, provided the latter was on a 
satisfactory level. Service firm executives were surveyed and the majority 
agreed that functional quality could compensate for temporary problems with 
technical quality, but not for lower technical quality overall. In tenns of 
Sasser et al's models described above, this would support a combination of 
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models two and three. That is, that a weighted average is used, but certain 
attributes must achieve at least a threshold condition. However, Gronroos did 
not conduct any research into the customer's view. 
Parasuraman et al (1985) did investigate the customer's view. 
Besides in-depth interviews with fourteen executives of four service firms, 
they conducted twelve focus group interviews with current or recent users of 
the four service categories: retail banking, credit card, securities brokerage, 
and product repair and maintenance. The numbers of focus group 
participants were not given. Comparison of the executive and consumer 
perspectives led the authors to develop the 'gap' model of service quality. 
Unlike Gronroos they proposed that perceived service quality 
depends on the size and direction of the gap between expected and perceived 
service. The gap itself was some function of the size and direction of four 
other gaps in the model: 
1. between consumer expectations and management 
perceptions of consumer expectations 
2. between management perceptions of consumer 
expectations and the translation of those perceptions into 
service quality specifications. 
3. between the service quality specifications and service 
delivery 
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4. between service delivery and the external 
communication of it to consumers. 
Support for these gaps was found by Blanchard and Galloway (1994). 
In a study involving 39 staff at a bank, they found the Parasuraman et al 
(1985) model provided a clear and unambiguous basis for classifying staff 
perceptions of the causes of service failure. 
In the Parasuraman et al (1985) model, 'service delivery' is 
equivalent to Gronroos's functional and technical quality, i.e. it refers to 
internal quality. They argued that expectations are affected by some of the 
influences identified by Gronroos, although not ideology: communications, 
past experience, word of mouth, and also personal needs. No information 
was given about the personal needs; they may or may not be the same as 
those identified by Sasser et al (1978). 
From their focus group research Parasuraman et al also identified ten 
key, possibly overlapping, categories of criteria used by consumers in 
evaluating service quality, regardless of the type of service: reliability, 
responsiveness, competence, access, courtesy, communication, credibility, 
security and understanding/knowing the customer. 'Credibility' reflects 
Gronroos's 'image', although here it is one of the attributes, rather than a 
filter between perfonnance and perceptions (Gronroos, 1990). 
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The other nine attributes correspond to six of the Sasser et al (1978) 
attributes, with Parasuraman et.al. (1985) spHtting 'attitude' into courtesy, 
communication and understanding/knowing the customer. The Sasser et. al., 
(1978) attribute 'completeness' appears to be missing from the Parasuraman 
e t a l , (1985) list. 
It is notable that the 'substantive service', or outcome, does not 
appear to be reflected in the Parasuraman et. al., list. However the authors 
did explicitly refer to the involvement of outcomes in quality evaluation: 
"...service quality involves more than outcome, it also includes the manner in 
which the service is delivered." (Parasuraman et. al, 1985). It could be that 
the substantive service is reflected in the reliability attribute: "It means that 
the firm performs the service right the first time." (Parasuraman et. al, 
1985). The substantive service could also be reflected in 'competence': just 
as Gronroos (1990) suggested competence reflects technical quality. Either 
way, the dominance of functional quality in service quality evaluation as 
proposed by Gronroos (1984) is certainly apparent in the Parasuraman et al 
determinants. Brogowicz et al (1990) went on to combine Gronroos's 
technical/fianctional model with the Parasuraman et. al. gap model to produce 
a "synthesised service quality model", in order to highlight the managerial 
tasks and dimensions involved in delivering service quality. 
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1.2.3 The Determinants of Perceived Service Quality 
Some researchers have joined issue with the dominance of functional 
characteristics in Parasuraman et al's hst, which might have stemmed from 
concentrating on the features that distinguish services from manufacturing 
(Pahner and Maani, 1997). Kelley et al (1990) for example argued that the 
relative importance of technical and functional quality will vary, depending 
on the degree of customization of the service and whether it is directed 
towards people or things. Like Palmer and Maani, Johnson et al (1995) 
called for a systems (input process- output) approach to service quality. In a 
survey of 195 customers of full service restaurants, banlcs and public 
transport, they found that while outputs were more important than process 
attributes in determining the overall service quality of banks and transport, 
they were slightly less important for fiill service restaurants. The items 
loading on the output factor were: 
• fulfillment of goals 
• receiving expected service 
• service performed right the first time 
• outcome meeting expectations 
• service providing desired benefits 
• firm providing reliable service 
• dependable service performance 
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• services provided when promised. 
Some of these, especially the last three, could nonetheless be 
considered functional attributes. For several years following Parasuraman et 
al's pioneering work in 1985, and their development of a generic instrument 
for measuring perceived service quality 'SERVQUAL', there was a lively 
debate in the marketing literature and much replication work (see for 
example Babakus et al, 1993; Brown et al, 1993; Carman, 1990; Cronin and 
Taylor, 1992; Finn and Lamb, 1991; Parasuraman et al, 1988, 1991, 1994; 
Spreng and Singh, 1993). Eventually the Parasuraman et al list contained 22 
items. Agreement about the number of factors underlying this list was never 
achieved. Indeed it was never agreed whether or not a factor model is 
appropriate at all. Cronin and Taylor (1992) believed the 22 items adequately 
defined the domain of service quality, although the items that define service 
quality in one industry may be different in another: there may be some 
generic factors and some factors specific to different services. However 
Brown et al (1993) concluded that the construct might be under-identified 
because at most only 65 per cent of the variance in their data was explained 
by factor analysis. Similarly, Bitner and Hubbert (1994) consider the 22 
items to be good, but not the only, predictors of quality. So what might the 
missing determinants be? 
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Comparing the 22 SERVQUAL statements (as amended in 1991) 
with the attributes Parasuraman et al (1985) identified from the focus groups, 
together with the Sasser et al (1978) and Johnson et al (1995) suggestions 
discussed earlier, indicates the following omissions: 
• consistency of performance (Sasser et al, 1978; 
Parasuraman et al, 1985) 
• attitude in printed materials (Sasser et al, 1978) 
• completeness of the service provided (Sasser et al, 
1978) 
• condition of physical facilities: cleanliness, comfort 
and atmosphere 
• rather than just modem-looking and visually appealing 
(Sasser etal, 1978) 
• ease of access: approachability in space - rather than 
time (Sasser et al, 1978; Parasuraman et al, 1985) 
• timing: the time required for the service - rather than 
promptness (Sasser et al, 1978) 
• communication: using language the customer 
understands (Parasuraman et al, 1985) 
• fulfillment of goals (Johnson et al, 1995) 
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In addition, Gronroos (1990) introduced 'recovery' as another 
determinant, based on the consumer's need to feel in control, which he had 
noted from the services marketing literature, and which Sasser et al (1978) 
had also noted. Armistead (1990) writing from a service operations 
perspective suggested that the ability to recover from mistakes and the 
degree of control felt by the customer are two separate determinants of 
customer service. Other determinants he suggested which are not included 
above are: 
• fault free physical items 
• ability to add additional services 
• ambience 
• confidentiality 
The most complete list of determinants to date is provided by 
Johnston (1995). Most of his definitions include more than one facet, and it 
may be that where the determinant is important to a customer they 
distinguish between the different facets (Carman 1990). Comparison of this 
list of 18 deteraiinants (see Appendix) with all the lists above reveals that it 
contains additional attributes, such as friendliness and commitment, as well 
as additional facets of attributes already suggested. Even so, the Johnston 
(1995) Hst may still be incomplete. For example goal fulfilment and recovery 
are not included. 
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Before leaving the topic of service quality attributes, there is another 
aspect which should be highlighted. Wirtz and Bateson (1995) demonstrated 
the existence of halo effects in the perceptions of attributes. In an experiment 
using a PC based simulation of a home banking service and involving 134 
subjects, they found that by manipulating the response time, and only the 
response time, they could alter the disconfirmation of expectations and 
satisfaction levels with all attributes. They concluded that halo effects 
operate in attribute specific disconfirmation and satisfaction measures. They 
argued that attribute specific comparisons between products are therefore 
unreliable, but that the relative rankings of attributes within one product are 
still meaningful, assuming that differences in the impact of halo effects on 
individual attributes are negligible. The study adds further support to the 
model by which customers arrive at a value of service quality, with halo 
effects exerting an influence on the weighting factors. 
From this discussion of the detenninants of service quality it is 
possible to conclude that: 
• the factor structure of the service quality construct has 
yet to be resolved; 
• the Johnston (1995) list of generic attributes and their 
definitions is the most complete list to date of service 
quality attributes; 
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• there may be additional attributes that are important in 
some services; 
• the function by which perceptions of the attributes are 
combined comprises a weighted average, the weights 
being subject to halo effects, although certain 
attributes might have to achieve at least a threshold 
condition. 
As noted earlier, Sasser et al (1978) believed service quality 
expectations to be the attributes the customer desires, based on their personal 
needs. Parasuraman et al (1988) also believed expectations to be desires, and 
operationalise them as expectations of what firms 'should' provide. However 
they changed the wording of their questioimaire in 1991 from 'they should' 
to 'excellent firms will' because of the skewed ratings that 'should' 
produced, indicating that such expectations were interpreted as ideals rather 
than desires (as Johnson and Mathews, 1997 also found). 
In 1993 Parasuraman et al changed the operationalisation again to 
'desired' expectations (Zeithaml et al 1993). This was intended to be a blend 
of 'can' and 'should'. However Boulding et al (1993) believed that 'desired' 
means ideal. Unlike Parasuraman et al, Boulding et al believed 'should' 
expectations are influenced by ideal expectations but are tempered by what is 
considered reasonable or feasible. Teas (1993) demonstrated problems with 
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conceptxializing perceived service quality in the way that Parasuraman et al 
(1988) had, as the difference between perceptions and ideal expectations 
because it assumes that ideals are vectors (infinite) rather than classic ideal 
points. 
However Parasuraman et al (1994) believed the collective evidence 
from Teas's study strongly supported the vector attribute assumption. 
Nonetheless they felt that the concern he raised had implications for the 
correct specification of service quality. They suggested a mixed-model 
specification that assumes some features to be vector attributes and others to 
be classic ideal point attributes. Their mixed model takes into account the 
interpretation of the comparison standard in summing the perceived quality 
of the attributes, which they believe to be conceptually more appropriate. 
Their original model is a special case of this where all attributes are vectors. 
They suggested pre-discussions with customers on whether more is always 
better on each service feature, in order to classify attributes as vectors or 
ideal points. And because attributes can be viewed differently by different 
customers, they suggested it was worth investigating whether distinct 
customer segments with homogeneous views about the nature of the 
attributes exist, to offer managerial insights and reduce analytical 
complexity. 
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Boulding et al (1993) departed from previous models by arguing both 
'should' and 'will' expectations influence perceptions of performance. They 
presented an alternative model of service quality in which perceptions of the 
encounter are a blend of the customer's prior 'will' (predictive) and 'should' 
(ideal feasible) expectations on the one hand, with the actual deHvered 
service on the other. That is, expectations exert their influence directly on 
perceived performance. Specifically, they postulated that customers with 
higher 'will' expectations have higher perceptions of the encounter. 
Conversely customers with higher 'should' expectations have lower 
perceptions of the encounter. Service perceptions then go on to directly 
affect perceived quality. The results of two empirical studies, one 
experimental and one field study, both supported this model. Johns and Tyas 
(1997) also found evidence for the direct influence of expectations on 
perceptions of performance. The evidence they quoted was anecdotal, based 
on qualitative interviews following the use of a SERVQUAL type 
questionnaire. However they also found that the variance derived from 
respondent differences was significantly higher than that derived from 
differences between items. This was interpreted as evidence that critical 
incidents played a significant part in respondents' rating processes. However 
it could also be interpreted as evidence of individuals' expectations playing a 
significant part. Cronin and Taylor (1992) found empirical support for the 
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direct influence of service perceptions on perceived quality. However, they 
believed that disconfirmation of expectations also mediates perceptions of 
service quality. Whether the effect is direct or not, there is general agreement 
that expectations, whatever their form, are a major influence on perceptions 
of quality. 
Johnson and Mathews (1997) pointed out that Boulding et al's (1993) 
'should' and 'will' expectations are not merely upper and lower limits of the 
same expectation, as in the Zeithaml et al (1993) 'zone of tolerance' between 
desired and minimum acceptable standards. Consumers can differentiate 
between a 'should' expectation which may be formed as a result of little or 
no actual experience, and a 'will' expectation based on more firequently 
occurring events. In their study of 389 customers of fast food restaurants, 
they found significant recency and frequency effects on 'will' expectations, 
but not on 'should' expectations. Since 'should' expectations were not 
influenced by experience, they concluded that asking customers what should 
happen prompts idealistic rather than normative answers, as Parasuraman et 
al (1991) had found. 
Hence, as Patterson and Johnson (1993) argued, 'will' expectations 
might be more appropriate than 'should' expectations for discrete or ad hoc 
services where the consumer has limited recent experience. Bolton and Drew 
(1994) went further and argued that "As customers are likely to bring 
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different frames of reference to different consumption situations, different 
(and multiple) conceptualizations of expectations may be appropriate for 
different service contexts". Customers may use different comparison 
standards in different situations. Johns and Tyas (1997) for example argued 
that expectations might be in the form of preconceived, generalized 
perceptions or 'mythologies' about the service. Mythologies take the form of 
hierarchies of bipolar constructs, with groups sharing common verbalized 
forms of these constructs. They argued that the service attributes on which 
expectation questionnaires are based may not be salient to these mythologies. 
What has not always been clear from the expectations literature is the 
relationship between expectations for attributes and the importance of those 
attributes. As Parasuraman et al (1994) suggested different customers view 
attributes differently so one would expect the relative weightings to vary 
between customers. One would also expect them to vary between services. 
Storbacka (1994) for example proposed that in critical interactions customers 
value different quality dimensions than they do in routine interactions. 
De Carvalho and Leite (1999) found that simply ordering the 
computed width of attributes' zones of tolerance yielded the most important 
attributes as ranked by customers; importance being inversely proportional to 
the zone of tolerance, as proposed by Parasuraman et al (1991) Parasuraman 
et al (1988) had suggested that the relative importance of dimensions can be 
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inferred by regressing the overall quality perception scores on the dimension 
scores. However, Cronin and Taylor (1994) argued that calculating the 
ability of a predictor to explain variation in a dependent measure is not the 
same as directly asking consumers to indicate their perception of the 
importance. They cited as evidence the failure of importance weights 
measured on a scale of 1 to 7 to contribute significantly to the predictive 
ability of SERVQUAL or SERVPERF (their performance-only version of 
SERVQUAL). Van Looy et al (1998) on the other hand argued that this is 
the very reason why regression should be used in preference to customer 
ratings of importance. 
Carman (1990) found importance weights were relatively 
homogenous when he collected importance ratings in a dental clinic setting. 
That is he found low coefficients of variation for the importance of an 
attribute, and concluded that mean importance weights might be sufficient 
The importance of an attribute is sometimes confused with the level of 
expectations of that attribute (for example Johnson and Mathews, 1997). And 
sometimes it is not clear which is being referred to. For example Bettencourt 
and Gwinner (1996) warned that friendliness on the part of contact 
employees doesn't have a universally positive effect: customers should be 
segmented by their 'desire' for friendliness. 
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It was noted earlier that certain attributes might have to reach a 
minimum threshold for service quality to be acceptable. Johnston and Lyth 
(1991) called these attributes hygiene factors. They distinguished these from 
enhancing factors. Enhancing factors when in evidence enhance satisfaction, 
but if they do not exist satisfaction is not impaired. This is a similar idea to 
Cadotte and Turgeon's (1988) satisfiers, for which only high perforaiance is 
noticed. Hygiene factors on the other hand are important to customers and 
will cause dissatisfaction if they fall below some expected level. These are 
similar to Cadotte and Turgeon's dissatisfiers, for which only poor 
performance is noticed. However Johnston and Lyth (1991) argued that 
hygiene factors can also cause increased satisfaction if they exceed 
expectations. 
Cadotte and Turgeon called such factors critical factors, for which 
performance either way is noticed. They also suggested there are neutral 
factors which have no impact. Johnston (1995) found that the predominantly 
satisfying attributes, or enhancers, were: attentiveness/helpfulness; are; 
friendliness; and commitment. The predominantly dissatisfying attributes, or 
hygiene factors, were: integrity; reliability; availability; functionality; and 
competence. Responsiveness was a dual, critical, factor and the others were 
neutral. These findings were consistent with Gronroos's (1984) suggestion 
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that provided technical quality reaches a satisfactory level, functional quality 
is more important to perceptions of service-quality. 
Parasuraman et al (1988) found that reliability was consistently the 
most important dimension. However, Johnston (1995) found that 
attentiveness/helpfulness, responsiveness, care and availability were all 
mentioned more times than reliability. Similarly Chandon et al (1996) found 
that customers' perceptions of listening (attentiveness, understanding, etc.), 
dedication (eagerness, helpfulness, etc.), and competence were more 
important to the customer than the effectiveness of the encounter. These 
results agree with Gronroos's (1984) assertion that functional quality is more 
important than technical. 
Nonetheless, when Parasuraman et al (1991) tested a slightly 
modified version of SERVQUAL which measured directly the relative 
importance of dimensions, they found virtually the same results as in 1988, 
with reliability the most important dimension in each case. The study 
involved a random sample of 1936 customers from a telephone company, 
two banks and two insurance companies, and the results were apparently 
stable across settings. Rosen and Karwan (1994) argued that the industries 
chosen were very similar in terms of offering standardised services with 
limited interaction and customisation: their own study found more variation 
between service settings. However, Armistead and Clark (1994) surveyed a 
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wide range of different services, including consultancy and professional 
services, and they also found reliability was rated the most important,^ 
together with courtesy. 
A comparison of the two definitions of 'reliability' suggests a reason 
for the conflicting results of the Johnston (1995) and Parasuraman et al 
studies (see Table 3). 
Parasuraman et al (1991) 
when promising to do something by 
a certain time doing so 
showing a sincere interest in solving 
customers' problems 
performing the service right the first 
time; 
error-free records 
providing services at the time 
promised 
Johnston (1995) 
ability to keep to agreements made 
with the customer 
" 
reliability and consistency of 
performance of service facilities, 
goods and staff 
punctual service delivery 
Table 3: A comparison of the facets of 'reliability' 
From this it can be seen that the Parasuraman et. al's definition of 
reliability includes an additional facet- showing a sincere interest in solving 
customers' problems According to Johnston, this is an 
attentiveness/helpfulness issue - the very issue Johnston found to be most 
important, at least in terms of the number of mentions. 
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More recent work would suggest that customers may differ quite 
markedly in what they consider to be important. Several researchers have 
noted that customers make a clear distinction between the interpersonal and 
the non-interpersonal attributes of service quality (e.g. Kang and Bradley, 
1999; Smith, 2000; Van Dolen et el, 1999). 
Other work (Driver 1999) suggests that customers view the attributes 
as lying on a continuum from the least interpersonal to the most interpersonal 
see Figure 4). Driver and Johnston (2001) investigated the relative 
importance of interpersonal and non-interpersonal attributes and found that 
customers were remarkably polarized in terms of the relative importance 
they placed on them. 
Least Interpersonal < 
Availability Competence 
Access Functionality 
Security Responsivenes 
Comfort Relaibility 
Aesthetics Integrity 
Cleanliness 
-• Most interpersonal 
Communication 
Attentiveness 
Flexibility 
Care 
Courtesy 
Commitment 
Friendliness 
Providing 
the service and 
evironment 
Getting the 
service right 
Adapting to 
the individual 
Committing to 
the individual 
Figure 4: A continuum of service quality 
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Furthermore the two groups of customers, which the authors 
called Relaters and Non-relaters, when experiencing the same service as each 
other, differed in their perceptions of its service quality. 
To simi up, the current view of expectations would seem to be as follows: 
• Customers distinguish ideal, 'should' (ideal feasible) and 'will' 
(predictive) expectations and may use different comparison 
standards in different situations. 
• High 'should' expectations may decrease perceptions of service 
quality. 
• High 'will' expectations may increase perceptions of service 
quality. 
• A zone of tolerance separates minimum acceptable and 'desired' 
expectations for an attribute, the width of which is inversely 
proportional to its importance. 
• The relative importance of attributes may differ from their 
relative expectation levels. 
• The importance of different attributes may vary between services 
• The importance of interpersonal and non-interpersonal attributes 
may vary between customers. 
• Both expectations and relative importance may influence 
perceptions of service quality. 
37 
1.3 Perceived Service Quality and Satisfaction 
"Perhaps the most intriguing issue facing service marketers today is 
the interplay between quaUty, satisfaction, and value. Specifically, which are 
antecedent, which are mediating and which are consequent? To date no 
definitive answer exists." (Rust and Oliver, 1994) There has been much 
recent debate in the literature about whether satisfaction with service, 
amongst other things, leads to perceptions of service quality (e.g. 
Parasuraman et al, 1988; Gronroos, 1990; Bitner and Hubbert, 1994; Cronin 
and Taylor, 1994) or perceptions of service quality, amongst other things, 
lead to feelings of satisfaction (e.g. Rust and Oliver, 1994; Storbacka et al, 
1994; Hallowell, 1996). 
Confusion is often caused by researchers' use of the same word for 
two different concepts, e.g. 'overall' can mean either summated or global; 
'quality' can mean either internal or external quality. Empirical work is also 
confused by customers' apparent difficulty in distinguishing not only 
between different levels of aggregation, such as encounter or overall quality, 
but also in distinguishing between quality and satisfaction (Bitner and 
Hubbert, 1994). Better ways of asking the customer are needed because the 
distinction is important. Service providers need to know whether their 
objective should be to have consumers who are satisfied with their 
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performance or to deliver the maximum level of perceived service quality 
(Cronin and Taylor, 1992). 
Patterson and Johnson (1993) provided a detailed comparison of the 
two constructs. Based on a review of both literatures, they summed up the 
differences and similarities as follows: 
• Satisfaction contains both affective and cognitive components and 
represents a consumer's evaluation of a specific transaction and 
consumption experience. 
This soon decays into an overall attitude about the service. Perceived 
service quality represents a more global judgment across multiple service 
encounters, similar to a general attitude towards the firm. However, more 
recent research supports the notion that both constructs can operate on both 
levels (Bitner and Hubbert, 1994; Rust and Oliver, 1994). 
• The satisfaction model includes a crucial intervening variable -
disconfinnation, which is a distinct cognitive construct and is 
conceptualized to have an independent, additive effect on 
satisfaction. The service quality model, according to Patterson and 
Johnson, omits the disconfirmation construct. However Cronin and 
Taylor (1992) believe disconfirmation mediates perceptions of 
service quality. 
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• Consumer attributions and equity perceptions are also antecedents of 
satisfaction, but have not been integrated into the service quality 
model. Bolton and Drew (1994) also found other antecedents of 
satisfaction, for example mood or affect, usage frequency, situation, 
and perceived control. 
o As well as having an indirect effect on satisfaction via 
disconfirmation, perceived performance has a direct effect on 
satisfaction, particularly in high involvement services. However 
evidence of a direct effect has been found in perceived service quality 
as well (Cronin and Taylor, 1992; Bolton and Drew, 1991). 
• Satisfaction is based on experience with the service, whereas 
perceived service quality is not necessarily experience based. 
• The pre-purchase standard in satisfaction research (expectations) is 
typically operationalised as predicted performance, although different 
standards may apply in certain situations. In contrast, service quality 
research generally uses equitable, deserved, or 'should receive' 
expectations. However, as we saw in the previous section, predictive 
expectations would also seem to play a part in service quality 
perceptions (Boulding et al, 1993). 
Having compared satisfaction and perceived service quality, Patterson 
and Johnson (1993) went on to propose an integrated model of the two 
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constructs. In their model there is a route from service perceptions though 
disconfirmation and satisfaction to perceived quality, as in Figure 2. 
Figure 5: Relationship between Service quality and Customer 
satisfaction 
According to the Patterson and Johnson (1993) model, transaction 
specific satisfaction is an antecedent of overall perceived service quality. 
This is the view taken by Parasuraman et al (1988, p. 16) "...incidents of 
satisfaction over time result in perceptions of service quality". 
The idea that incidents of satisfaction could likewise lead to overall 
satisfaction did not surface until about 1992. Even though Bitner (1990), in 
her experimental study of customers attributions, operationalised satisfaction 
as 'overall satisfaction with the travel agent' she still considered it to be 
41 
transaction specific. Her results nonetheless provide empirical evidence that 
overall satisfaction leads to perceived service quality. A later study by Bitner 
and Hubbert (1994) supported this result. By contrast, Cronin and Taylor 
(1992), in a study of 660 consumers of banking, pest control, dry cleaning or 
fast food, found empirical evidence that perceived service quality leads to 
satisfaction. Cronin and Taylor (1992) operationalised service quality as 'the 
quality of XYZ's services' and satisfaction was operationalised as 'my 
feelings towards XYZ's services'. It is unclear whether these were 
interpreted at an overall or encounter specific level by the customer. 
Some light was thrown on customer interpretations by Bitner and 
Hubbert (1994). They found that encounter satisfaction (defined as 
satisfaction with a discrete service encounter) was more easily distinguished 
from overall satisfaction (satisfaction with the organisation based on all 
encounters and experiences with them) and perceived quality (overall 
impression of the relative superiority of the organization and its services) 
than the latter two constructs were from each other. However, qualitative 
analysis of the 242 customer responses indicated that of the 'overall 
satisfaction' responses 49 per cent actually referred to 'encounter 
satisfaction' thoughts and 20 per cent to 'service quality' thoughts. Of the 
'service quality' responses 40 per cent actually referred to 'encounter 
satisfaction' thoughts and 25 per cent to 'overall satisfaction' thoughts. This 
42 
could explain the results of Spreng and Singh (1993), who examined the 
discriminant validity of service quality and overall satisfaction based on a 
sample of 147 bank customers. Using three measures of overall service 
quality and four items to measure overall satisfaction, they did not find a 
clear empirical distinction between the two constructs. Surprisingly, this was 
particularly so when the satisfaction measure was anchored by 
satisfied/dissatisfied. 
Bitner and Hubbert (1994) argued that, as with satisfaction, 
perceptions of quality could occur at multiple levels: a consumer may be able 
to distinguish the quality of interaction, the quality of the core service and 
the overall quality of the organization, for example. They limited their 
definition of service quality to the overall quality of the organization, in 
order to maximally distinguish among the three service evaluation 
constructs. But this raises the question: what happens with the other levels of 
service quality? Perhaps the Cronin and Taylor (1992) results discussed 
earlier are a reflection of transaction level quality leading to transaction level 
satisfaction. 
Roest and Pieters (1997) agreed with Bitner and Hubbert that by 
restricting the domains of service quality, satisfaction and related constructs, 
our understanding of how they interact in consumer decision making 
processes might be enhanced. Both research on, and management of, the 
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constructs might be facilitated. Bitner and Hubbert (1994) called for service 
quality"to be restricted to the overall level; Cronin and Taylor (1994) further 
called for the domain of consumer satisfaction to be restricted to transaction 
specific judgments. However, Roest and Pieters (1997), using six dimensions 
to examine the nomological net of perceived service quality, concluded that 
it should be treated strictly as "...a relativistic (not absolute), cognitive (not 
affective), product-related (not consumer-related), post-purchase (not a pre-
purchase) evaluation of get-components (not sacrifices). It can be 
conceptualized and measured on the transactional and the relationship level." 
(Roest and Pieters, 1997). 
If perceived service quality does exist at both levels, like satisfaction, 
then the model in Figure 2 should be envisaged in two planes, operating at 
one level for each encounter/transaction, and also operating at a higher level 
for summary judgments (Rust and Oliver, 1994). There would be links 
upwards, for example from transaction perceived performance to overall 
perceived quality (Boulding et al, 1993), and downwards with overall 
perceived quality influencing the evaluation of each transaction (Patterson 
and Johnson, 1993; Bolton and Drew, 1994). It is even possible that there is 
another, 'incident', level beneath the level of the encounter. Johns and Tyas 
(1997) found evidence that incidents which occur during the service 
encounter have important effects on perceptions. 
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Rust and Oliver (1994) argued that, although encounter satisfaction 
may well reinforce overall quality perceptions after the event, satisfaction 
nonetheless is super ordinate to quality at the transaction level. This 
perspective would appear to conflict with previous research, with the 
exception of the Cronin and Taylor (1992) results. However Hallowell 
(1996) agreed with this view, as did Storbacka et al (1994), although 
according to the Storbacka et al model of relationship profitability, service 
quality influences satisfaction only via perceived value. In their view 
perceived sacrifice is compared with service quality to arrive at perceived 
value, which in turn determines satisfaction. 
Figure 6 summarizes the relationships discussed in this article. The 
'personal and situational factors' box in the model refers to the various other 
influences on satisfaction suggested by the satisfaction literature. These 
include: other standards (Mattsson, 1992; Wirtz and Bateson, 1995; Cadotte 
et al, 1987); assimilation (Pieters et al, 1995); emotion (Price et al, 1995; 
Mano and Oliver, 1993); ease of evaluation (Walker, 1995; Collier, 1994); 
attribution (Bitner, 1990; Bitner et al, 1994; Oliver and DeSarbo, 1988); 
equity (Oliver and DeSarbo, 1988); and individual differences: perceived 
risk, involvement, irmovativeness (Jayanti and Jackson, 1991). 
What is missing from the figure is any recognition that comparison 
with competitors plays a role. According to Rust et al (2000) there is 
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considerable evidence that competitive comparisons influence both choice 
and post-purchase evaluations. 
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Figure 6: Model of Perceived Service Quality 
While Figure 6 provides a convenient summary, the process is 
unlikely to be sequential as implied by the diagram. As Bolton and Drew 
(1994) pointed out, there are likely to be many direct links, loops, reciprocal 
relationships and simultaneous contradictions. In addition, such reduced 
form models do not make clear that certain variables, for example 
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perceptions of particular attributes, may affect satisfaction but not perceived 
service quality, or vice versa, or may affect them both but to a different 
extent. 
The model in Figure 6 operates at two levels, but with the link 
between satisfaction and perceived service quality in different directions on 
the two levels. This model does not contradict the Patterson and Johnson 
model because, at the time that model was developed, perceived service 
quality was believed to only operate at an overall level. By distinguishing 
between the two levels of operation, the apparent conflict between the two 
schools of thought appears to be resolved. It should be noted however, that 
Cronin and Taylor (1994) argued that such a reconciliation "...ultimately will 
be at the expense of clarity of understanding, the discriminant validity of the 
relevant measures, and the predictive ability of models of consumer decision 
making" (Cronin and Taylor, 1994). 
1.4 Service Characteristics and Total Quality Management 
It has been argued that the nature of services (e.g. perishability, 
utilization of customer contact) precludes significant utilization of quality 
management, including planning and design, techniques (Witt and Clark, 
1990). Certainly, a wealth of research in North America and Europe has 
yielded various insights into the nature of the service environment challenges 
that are distinct from those experienced in traditional goods producing 
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environments These challenges include, but are not limited to, dealing with 
the customer's role m the production process, managing physical evidence, 
displaying and communicating intangible products, managing supply and 
demand in an environment of simultaneous production and consumption, 
perishability and achieving consistency m service production and delivery 
(summarized m Bateson, 1995) The result is an environment where the 
boundaries between principal functional areas (operations, marketing, human 
resource management and information technology) are blurred No single 
functional area can purport to offer a complete solution to defining, 
measuring, monitoring and improving quality 
The interrelationships involved m service environments also cloud 
the definition of service quality and the ability of firms to deliver service 
quality consistently Quality in a service environment must incorporate, 
according to Booms and Bitner (1981) 
• the physical evidence of the service environment, including 
the impact of customer presence and the use of physical cues 
as surrogates for quality assessment, 
• the actions of all participants in the exchange, including the 
feelings and emotions of all parties in the exchange and the 
ensuing implications for hiring, training and the role played 
by customer contact personnel as marketers and quality 
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control specialists (Bateson, 1995, Carlzon, 1987, Lovelock, 
1992, Gronroos, 1993, Gummesson, 1990), 
• the processes required to facilitate service delivery, including 
the need to focus on each "moment of truth" experienced by 
the customer during the service delivery process (Carlzon, 
1987, Heskettetal, 1990) 
These charactenstics of services emphasize the need for an 
integrative approach to managing the functional areas of operations, human 
resources, information technology and marketing to achieve service quality 
excellence, a conclusion reached by Stuart and Tax (1994) in their 
assessment of service education and the deficiency of previous research m 
service quality planning and design 
The interrelationships and interdependence of service characteristics 
may lead to trade-offs Management decisions developed based on the 
requirements of a single objective could lead to sacrificing performance m 
other related areas not considered For example, the direct application of 
quality management tools and techniques developed m a manufacturing 
context at the very least requires modification to recognize the "humanistic" 
side of services and the trade-offs involved between various service 
attributes A technological solution to service inconsistency (e g a customer-
operated computerized order entry system in a restaurant) may adversely 
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impact on a separate but equally important attribute of service quality: the 
customer-service provider contact. Thus, attempts to foolproof service 
delivery (Chase and Stewart, 1994) risk sterilizing the service from the 
customer's perspective. For example, the adoption of standardized forms for 
service requests may simplify procedures and assist with service delivery 
speed but may annoy customers whose requests do not fall neatly within the 
form's guidelines. These inherent interrelationships and trade-offs in service 
environments have resulted in a generally low level adoption of quality 
management techniques. At the same time, quality management techniques 
can be adapted and applied effectively in a service context. 
1.4.1 Service Quality and TQM 
Until recently TQM has been associated with manufacturing rather 
than services. It has established its reputation by providing management in 
Japan, and subsequently in other industrialized nations, with a highly 
effective route to improving the quality of manufactured goods. The 
principles of TQM are, however, seen as being applicable to service 
industries, although the problems posed in measuring service quality have 
yet to be overcome. Most fonns of measurement of service quality now focus 
on customer satisfaction, relevant to both manufacturing and service 
industries. This is clearly brought out in the definition of TQM which 
basically involves everyone in an organization and associated business 
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processes cooperating to furnish products and services that meet their 
.customer! s needs^and.expectations 
Service industries especially those of western countries and industrialized 
nations have taken the lead in applying TQM in the provision of services. 
The TQM movement in the West was slow to recognize the importance of 
human factors in the successful implementation of TQM. Early emphasis 
was on production methods, measurement, and conformance to specification. 
Human factors in recent years have been accorded greater attention, 
following the realization that teamwork, co-operation, and motivation cannot 
be taken for granted. Japanese manufacturing companies had always placed 
strong emphasis on human factors, and have continuously emphasized that 
all employees have a responsibility for quality. TQM is concerned with 
moving the focus of control from outside the individual to within: the 
objective being to make everyone accountable for their own performance, 
and to get them committed to attaining quality in a highly motivated fashion. 
If these comments hold true for the successful implementation of 
TQM in manufacturing organizations, then the nature of service 
organizations suggests that they apply with even greater force to the 
provision of services. Service organizations are very labour intensive, and 
their staffs come into frequent contact with the public. Teamwork, co-
operation and motivation are critical to delivering a quality service. 
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Customer satisfaction is, of course, an outcome of a range of factors which m 
financial services would include friendly and courteous service, the quality 
of products (financial services), credit facilities, bank charges, and the 
reliability of cash-pomt machines 
Gronroos' (1984) concept of service quality as comprising two 
components - technical and fiinctional quality - has provided the basis for 
more sophisticated models The model describes that customers valued both 
tangible ("technical") performance factors (such as error rates, process times, 
accessibility of services, equipment failure) as well as functional 
performance (such as the responsiveness, competence and courtesy displayed 
m the delivery of the service) 
Is there a link between employee satisfaction and the quality of 
service provided to customers'^ A growing body of evidence from the 
companies indicates that there is A strong positive relationship exists 
between the favourability with which employees describe key aspects of 
their working enviromnent and customer satisfaction (Schneider and Bowen, 
1985, Heskett et al , 1991, Wiley, 1991) There is then a strong case for 
service organizations taking a keen interest in the attitudes of their 
employees, and promoting employment policies that lead to satisfied and 
well-motivated staff 
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The practical problems, particularly those concerning employees, in 
introducing TQM have attracted too little attention, leading to .the comment 
that "the whole question of the problems faced in implementing TQM is 
relatively neglected by the literature ... Implementation is seen as a matter of 
motivation, with the correct attitudes being instilled by simple training 
programmes" ( Wilkinson et. a l , 1991). The role of the HR department in 
implementing TQM has likewise been neglected (Wilkinson, 1992). 
Managing human resources is the responsibility of both line 
management and the HR department. This is not the place to enter into the 
current debate on the nature of HR management. However, having 
established that human aspects of management in service companies are 
critical to customer satisfaction, it is appropriate to reflect on the role of the 
HR department in the implementation of service quality. 
Giles and WilUams (1991) claim that "here is a chance in a lifetime 
for persormel managers. Quality management is pure strategy, on a plate, 
waiting for some persormel input". However, they suggested that the reasons 
why personnel specialists are not as actively involved in TQM as they should 
be is because they find strategy difficuh, have trouble in thinking in quality 
terms, and lack change agent skills. Following an investigation sponsored by 
the Institute of Personnel Management (Giles and Williams, 1991), the 
conclusion was reached that it is possible for HR departments to play a 
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significant role in implementing TQM. Four roles were described. These 
were "change _agent", "hidden persuader", "internal contractor", and 
"facilitator". One private sector financial services organization was included 
in this study, as well as two local authorities and two health service 
authorities. The researchers concluded however that successfiil involvement 
by the personnel department depends on three critical factors - the existing 
style and status of the function, who originates the TQM initiative ("schemes 
driven by a marketing director are likely to be rather different from those 
implemented by operations manager") and the nature of the initiative (early 
failures of system-based quality assurance systems could lead to more 
enlightened TQM initiatives). 
Research studies in the USA have tended to look at the links between 
TQM and HR management practices rather than the role of HR departments. 
Having repeatedly established that there exist significant links between job 
satisfaction and customer satisfaction, the researchers frequently advise "HR 
professionals" what they should do as a result of these findings. Ulrich et 
al.(1991), for example, recommend that HR professionals need to become 
conversant in customer service, embrace measures of their own work and 
how they relate to customers and business performance, and spend time with 
customers. Schuler (1990) comments: "The real role of HR is in the areas of 
human productivity, quality and performance, yet these are being done 
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increasingly by line managers especially in the highly innovative successful 
mid-sized companies. The_HR staff just do the administrative stuff which 
could be down-loaded someday to the accounting and legal departments". 
Training is the HR function is most frequently associated with TQM 
because of the generally accepted need to train staff in both the philosophy 
and the methods of quality procedures. But in line with the findings on 
participation by HR departments in quality initiatives, the actual role of 
training for TQM may be given to line management rather than to the 
training department. Training in TQM may be delegated to line managers to 
"cascade" training down through the organization, using a Crosby-type of 
philosophy (Wilkinson and Marchington, 1994; Crosby 1990), or made the 
responsibility of the departmental managers in response to customer surveys 
of the quality of their services provision (Berry et. al., 1990). Dale and 
Cooper (1992) comment that generally "Western organizations often do not 
invest sufficiently in TQM education and training, and in developing their 
problem analysis skills and expertise". Payne and Dale (1990) have fiirther 
criticized conventional courses run by training departments that all too 
frequently lack follow up and assistance in transferring new knowledge to 
work situations. Such transfer is, of course, essential if a TQM initiative is to 
be successful. 
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Finally, there is the applicability of TQM principles to the HR 
management function itself. TQM provides a vehicle for the HR 
management function to analyse and improve its own quality of service 
delivery. With its emphasis on customer satisfaction, this approach has much 
in common with internal marketing - the application of marketing within the 
organization. This has led to the claim that "marketing provides an action 
framework and a practical approach by which the HR manager can provide 
effective solutions to key corporate problems. This fresh perspective will 
bring the market-oriented HR manager significant benefits" (CoUis and 
Payne, 1994). If this is the case, then not only does the advent of TQM 
provide a window of opportunity for the HR management fianction to 
participate in corporate strategy in a significant manner, but also to market 
and improve the quality of its service delivery and enhance its credibility 
with senior management at the same time. 
1.4,2 Customer Satisfaction and Business Performance Improvement 
One reason that organizations don't take customer satisfaction very 
seriously might be the difficulty in measuring the relationship between 
customer satisfaction and profit, however, another reason is the difficulty in 
translating the customer satisfaction data into action within the organization. 
Most customer satisfaction measurements are based on short lists of items 
which have been defined inside-out. Those measurements don't improve the 
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knowledge about what customers really find important and how customers 
.build thei^nercejrtion^ 
In service environments customer satisfaction will be built on a 
combination of technical quality aspects ar^ d functional quality aspects 
(Gronroos, 1984). Technical quality or the qucility of the output corresponds 
to traditional quality control in manufacturirig; it is a matter of properly 
producing the core benefit of the service, functional quality or process 
quality is the way the service is delivered, it is the process in which the 
customer is a participant and co-producer and in which the relationship 
between service provider and customer playS an important role. Technical 
quality is related to what the customer gets (transaction satisfaction), 
functional quality is related to how the customer gets the result of the 
interaction (relationship satisfaction). 
Another approach is to identify more clearly what quality dimensions 
play a role in the development of customer's perception. Parasuraman et al 
(1988) developed the general perspective for service organizations, building 
on empirical research in various service sectors. They came to five overall 
quality dimensions which have general applicability in the service sector: 
• Tangibles: physical facilities, equipment, and appearance of 
personnel; 
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• Reliability: ability to perform the promised service dependably and 
accurately; 
• Responsiveness: willingness to help customers and provide prompt 
service; 
• Assurance: knowledge and courtesy of employees and their ability to 
convey trust and confidence; 
• Empathy: caring, individualized attention the employees provide 
their customers. 
By developing knowledge from the customer satisfaction data about the 
way customers perceive quality (outside-in) it will be possible to take more 
concrete actions for continuous improvement. Customer satisfaction 
measurement is the one thing, managing for improvement is what really 
counts for on the long terni. 
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Chapter 2 
The Concept of TQM 
Chapter 2 
THE CONCEPT OF TQM 
2.1 Introduction 
This chapter focuses on the identification of the concept of TQM on 
the basis of the hterature review. Section 2.2 presents the concept of TQM 
from quality gurus. Section 2.3 describes the three well recognized quality 
award models. Section 2.4 discusses the TQM concept from a number of 
researchers in the field of TQM. Section 2.5 presents the TQM concept 
adopted in this study and the detailed explanations of the 11 TQM 
implementation constructs. Finally, section 2.6 summarizes this chapter. 
In order to cater for the varying needs of our customers, some form of 
organization needs to be done in order to satisfy their needs. To achieve the 
organizational goals the various ftinctions in a company i.e. Marketing, 
Finance, Production, Service, Human Resources, Training and 
Administration need to work in unison and towards the same goal. Some 
form of system needs to be in place in order to achieve this, bearing in mind 
that "customer" not only means the people buying from the company, but 
also the internal customers, for example: a Manager is a customer of his 
secretary. Added to satisfying customer's requirements are reputation. In 
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other words, is the company or supplier known for satisfying customer needs 
(good reputation), or not (bad reputatjon). 
The reputation enjoyed is built on reliability, price, delivery, fitness 
for purpose, thus quality. Quality is the most important of these competitive 
weapons. Quality is meeting the customer requirements in all aspects and is 
not restricted to the functional characteristics of the product or service, but 
entails the complete process of doing business. 
Why Total Quality Management then? Traditionally Quality has been 
regarded as the responsibility of the Quality Control department, yet quality 
problems exist for example in finance, administration and dispatch 
departments as well. TQM requires a comprehensive approach to quality, in 
all aspects of a business to first be recognized and then implemented. In 
modem society price has been replaced by quality and without strategically 
planning in order to maintain and increase market share, the company is 
doomed for failure. TQM is an approach to improving competitiveness, 
effectiveness, efficiency and flexibility of the organization. It is essentially a 
way of planning, organizing and understanding each and every activity that 
takes place in the organization, and depends on every individual at his or her 
own level in the organization. Thus from Senior Executives to the person just 
cleaning the premises has to be involved in the quest for continual 
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improvement towards the same goals, recognizing that each person and each 
activity interacts and has an .effect on others. 
TQM is all about change. Change for the better and towards continual 
improvement, thus providing for increased profits. To implement TQM 
entails quite a bit of work and is not a simple task. Of utmost importance is 
communication and especially commitment from each and every one to 
actually improve. To actually think that the change and improvement will 
occur by itself is foolhardy. The process is pretty painful and tedious. 
Firstly the organizational culture should change in order to facilitate 
the TQM process. The cultural change is required in order to provide the 
proper culture and environment for change, ensure that the change stays and 
has the desired results. Secondly, training in the basic elements of TQM must 
be provided to all employees, whilst employees who are going to be actively 
involved in the implementation process (Setting standards, writing 
procedures and instructions, performing audits, etc.) must be more 
thoroughly trained. It is of vital importance that all employees are involved 
in the process. This ensures that they actually take "ownership" of the 
process to facilitate the success of the programme. 
Thirdly, Deming, Juran, Crosby, Feigenbaum etc., are all quality 
gurus whom have influenced the direction of quality world-wide. It is wise to 
draw from their recommendations and philosophies in order to strategize and 
61 
implement the cultural changes required to achieve quality and a healthy 
organization 
Fourthly, a system for the implementation of quality must be chosen 
There are a few systems available to choose from Amongst these are 
Standards set to stand in contention for the Malcolm Baldrige National 
Quality Award, the European Foundation for quality award, and ISO 9000 
The quality management system should define and cover all facets of the 
organization's operation, from identifying and meeting the needs and 
requirements of customers, design, planning, purchasing, manufacturing, 
marketing, packaging, storage, delivery, and include all relevant activities 
such as finance, personnel, and administration It deals with organizational 
responsibilities, procedures and processes If it is to be effective, the system 
must be developed against a reference base on which its adequacy can be 
judged and improvements made This reference base is called a quality 
system standard 
Total Quality Management (TQM) has been one of the most 
significant management "movements" m the industrialized world during the 
past 25 years and perhaps one of the most significant management 
movements since "management" became an identified professional activity 
The TQM movement began in the U S in the early 1980s, primarily m 
manufacturing companies that were facing severe competitive pressure, most 
62 
notably from Japan. TQM, in fact, began largely as an attempt by U.S. 
companies to implement quality- and custometrfocused management systems 
comparable in character to Japanese Total Quality Control (TQC). 
TQM has been called a fad by many (e.g., see Jacob, 1993). However, 
if TQM is a fad, it is one of the longest and most significant fads ever. While 
the term TQM appears to be falling somewhat out of fashion, quality 
management continues to evolve and is spawning related approaches and 
sub-movements. For example, certification with respect to the ISO 9000 
standards currently represents a major movement in U.S. industry. Other 
approaches that are related to TQM, typically emphasizing one or more of its 
aspects, include "time-based competition," "high perfonnance work 
practices," "supply-chain management," "world-class manufacturing," and 
"reengineering." It should be noted that proponents of related approaches 
(especially consultants) frequently attempt to distinguish the approaches they 
advocate by denying their origins in the quality management movement of 
the 1980s and by wrongly defining and discrediting TQM. For example. 
Hammer and Champy (1993) devote a chapter to describing how 
reengineering is different from and vastly superior to TQM. At the same time, 
however, most of the examples of reengineering provided in the book are 
from companies that were actively involved in either TQM or Japanese TQC 
at the time (Gadd and Oakland, 1996) and, in fact, these reengineering efforts 
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occurred as a part of these companies' overall improvement efforts under the 
umbrella of their quality management systems- In an interview.,conducted in 
conjunction with the study by Easton and Jarrell (1994) discussed below, the 
senior quality executive of one of the companies frequently cited by 
reengineering proponents said: "Process reengineering is just process 
management. Nothing new." 
2.2 Historical Overview of Quality Management 
Today's TQM practices, encompassing the structure of organizations, 
company policies, procedures, managerial behavior and other manifestations 
of organizational cultures are legacies of many thinkers and quality experts. 
The evolution of thinking about organization, management, quality and Total 
Quality Manangment is depicted chronologically in Table 1. 
Early management paradigms grew out of the practices of the Church 
and the Military. This was followed by the contributions of Weber, Fayol 
and Taylor which gave rise to Scientific Management and the Classical 
School. A turning point came in 1929 with the work of Elton Mayo at the 
Hawthorne plant of Western Electric Company where the Human Relations 
School was bom. This was the beginning of the application of Behavioral 
Science to the study of organizations. Meanwhile, Scientific Management 
continued to develop simultaneously along with the application of 
Management Sciences to the study of organizations and management. 
64 
The underlying philosophy behind the current TQM practices 
evolved slowly over a period of 80 years. It started from the concept of 
Quality Control, was transformed into Quality Assurance and, finally, to 
Total Quality Control before assuming the it's present form - Total Quality 
Management. 
2.2.1 Evolution of Total Quality Management. 
Quality Control (QC) was the prevailing practice of industries 
around 1920s. The responsibility for quality control belonged to the quality 
department. The quality manager usually reported directly to the production 
or plant manager both of whom were faced with conflicting objectives. They 
were under pressure to meet production targets in terms of number of 
products 'out of the door', while making sure that products conformed to the 
specifications. 
Where a choice had to be made, it was often in favor of letting the 
faulty goods go in order to meet the desired production target. The 
consequence of this was increase in customer complaints or customers who 
did not complain but did not come back again and increase in warranty costs. 
Quality Assurance (QA) evolved subsequently from Quality Control. 
Gryna (1988) defined quality assurance as "the activity of providing the 
evidence needed to establish confidence, among all concerned, that the 
quality function was being effectively performed." One of the first standards 
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that had been formalized along this line was the British Standard 600R. 
While QA was developing, other quality experts have emerged such as 
Masaaki Imai, Dr. Kaoru Ishikawa, Genichi Taguchi and Armand 
Feigenbaum, mostly proponents of the Japanese quality management culture. 
Total Quality Control (TQC) was coined by Feigenbaum who 
extended Juran's cost of quality approach. He suggested that high-quality 
products were more likely produced through quality control than isolated 
effort. He maintained that half of the primary responsibilities in the total 
quality control matrix belonged to the quality control department. TQC was 
referred to as the Japanese Quality Management System. Imai also referred 
to it as Company Wide Quality Control (CWQC). 
Although Japanese companies initially contracted the help of quality 
"gurus," such as Deming and Juran, leading Japanese experts was able to 
build a solid reputation and a unique quality management philosophy. 
Accordingly, Dr. Kaoru Ishikawa developed the Cause-and-Effect Diagram 
(the Ishikawa Diagram) as a problem-solving tool. He also affirmed the 
seven tools of quality control, which was an expansion of Juran's philosophy. 
In fact, his fishbone diagram was a development in this aspect. His diagram 
presented a mo re instructive and focused alternative in determining the 
causes and effects of a given problem, separating the causes from the 
symptoms and making it easier to diagnose for solutions. Ishikawa 
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determined four root causes of organizational problems: personnel, methods, 
equipment "and environment. Differing situations may-also manifest other 
causes, such as organizational policy, procedure and finances. 
Total Quality Management (TQM) has emerged as a widely 
accepted management system, the popularity of which has resulted in a 
diversity of definitions. In 1988, the US Department of Defense described 
TQM as a series of "continuous improvement activities involving everyone 
in the organization - managers and workers - in a totally integrated effort 
toward improving performance at every level." Vinzant and Vinzant (1996) 
characterized TQM as a "total organizational approach for meeting customer 
needs and expectations that involved all managers and employees in using 
quantitative methods to improve continuously the organization's processes, 
products and services[19]." Ross (1995) looked at TQM as a systems 
approach to quality that integrates interrelated functions and considers the 
interaction of various elements of the organization. Rampey and Roberts 
(1992) defined TQM as "a people-focused management system that aimed at 
continual increase in customer satisfaction at continually lower real cost. 
Total Quality was a total system approach (not a separate area or program), 
and an integral part of high level strategy. 
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It worked horizontally across functions and departments involving all 
employees, top to bottom, and extended backwards and forward to include 
the supply chain and the customer chain..." 
From the various definitions, it can be generalized that TQM is a 
management system and organizational philosophy that drives the 
continuous improvement of all processes in the organization towards total 
customer satisfaction in order to achieve growth and industry success. 
2.2.2 Edward Deraing's Approach to TQM 
The theoretical essence of the Deming approach to TQM concerns 
the creation of an organizational system that fosters cooperation and learning 
for facilitating the implementation of process management practices, which, 
in turn, leads to continuous improvement of processes, products, and services 
as well as to employee fulfillment, both of which are critical to customer 
satisfaction, and ultimately, to firm survival (Anderson et al., 1994a). 
Deming (1986) stressed the responsibilities of top management to take the 
lead in changing processes and systems. Leadership plays in ensuring the 
success of quality management, because it is the top management's 
responsibility to create and communicate a vision to move the firm toward 
continuous improvement. 
Top management is responsible for most quality problems; it should 
give employees clear standards for what is considered acceptable work, and 
provide the methods to achieve it. These methods include an appropriate 
working environment and climate for work-free of faultfinding, blame or fear. 
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Deming (1986) also emphasized the importance of identification and 
measurement of customer requirements, creation of supplier partnership, use 
of functional teams to identify and solve quality problems, enhancement of 
employee skills, participation of employees, and pursuit of continuous 
improvement. Anderson et al. (1994a) developed a theory of quality 
management underlying the Deming management method. They proposed 
that: The effectiveness of the Deming management method arises from 
leadership efforts toward the simultaneous creation of a cooperative and 
learning organization to facilitate the implementation of process-
management practices, which, when implemented, support customer 
satisfaction and organizational survival through sustained employee 
fulfillment and continuous improvement of processes, products, and services. 
The means to improve quality lie in the ability to control and manage 
systems and processes properly, and in the role of management 
responsibilities in achieving this. Deming (1986) advocated methodological 
practices, including the use of specific tools and statistical methods in the 
design, management, and improvement of process, which aim to reduce the 
inevitable variation that occurs from "common causes" and "special causes" 
in production. "Common causes" of variations are systemic and are shared 
by many operators, machines, or products. They include poor product design, 
non-conforming incoming materials, and poor working conditions. These are 
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the responsibilities of management. "Special causes" relate to the lack of 
knowledge or skill, or poor performance. These are the responsibilities of 
employees. Deming proposed 14 points as the principles of TQM (Deming, 
1986), which are listed below: 
(1) Create constancy of purpose toward improvement of product 
and service, with the aim to become competitive and to stay in 
business, and to provide jobs. 
(2) Adopt the new philosophy. We are in a new economic age. 
Western management must awaken to the challenge, must learn 
their responsibilities, and take on leadership for change. 
(3) Cease dependence on mass inspection to quality. Eliminate 
the need for inspection on a mass basis by building quality into 
the product in the first place. 
(4) End the practice of awarding business on the basis of price tag. 
Instead, minimize total cost. Move toward a single supplier for 
any one item, on a long-term relationship of loyalty and trust. 
(5) Improve constantly and forever the system of production and 
service, to improve quality and productivity, and thus constantly 
decrease costs. 
(6) Institute training on the job. 
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(7) Institute leadership. The aim of supervision should be to help 
peopje and machines and gadgets to do a better job^ Supervision 
of management is in need of overhaul, as well as supervision of 
production workers. 
(8) Drive out fear, so that people may work effectively for the 
company. 
(9) Break down barriers between departments. People in research, 
design, sales, and production must work as a team, to foresee 
problems of production and in use that may be encountered with 
the product or service. 
(10) Eliminate slogans, exhortations, and targets for the 
workforce asking for zero defects and new levels of productivity. 
Such exhortations only create adversarial relationships, as the 
bulk of the causes of low quality and low productivity belong to 
the system and thus lie beyond the power of the workforce. 
(11) (a) Eliminate work standards (quotas) on the factory floor. 
Substitute leadership. 
(b) Eliminate management by objective. Eliminate 
management by numbers, numerical goals. Substitute 
leadership. 
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(12) (a) Remove barriers that rob the hourly worker of his right to 
pride of workmanship. The responsibility of supervisors 
must be changed from sheer numbers to quality. 
(b) Remove barriers that rob people in management and in 
engineering of their right to pride of workmanship. This 
means, inter alia, abolishment of the annual or merit rating 
and of management by objective. 
(13) Institute a vigorous program of education and self-
improvement. 
(14) Put everybody in the company to work to accomplish the 
transformation. The transformation is everybody's job. 
2.2.3 Joseph Juran's Approach to TQM 
TQM is the system of activities directed at achieving delighted 
customers, empowered employees, higher revenues, and lower costs (Juran 
and Gryna, 1993). Juran believed that main quality problems are due to 
management rather than workers. The attairmient of quality requires 
activities in all functions of a firm. Firm-wide assessment of quality, supplier 
quality management, using statistical methods, quality information system, 
and competitive benchmarking are essential to quality improvement. Juran's 
approach is emphasis on team (QC circles and self-managing teams) and 
project work, which can promote quality improvement, improve 
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communication between management and employees coordination, and 
improve coordination., between employees. He also emphasized the 
importance of top management commitment and empowerment, participation, 
recognition and rewards. 
According to Juran, it is very important to understand customer needs. 
This requirement applies to all involved in marketing, design, manufacture, 
and services. Identifying customer needs requires more vigorous analysis and 
understanding to ensure the product meets customers' needs and is fit for its 
intended use, not just meeting product specifications. 
Thus, market research is essential for identifying customers' needs. In 
order to ensure design quality, he proposed the use of techniques including 
quality function deployment, experimental design, reliability engineering and 
concurrent engineering. 
Juran considered quality management as three basic processes (Juran 
Trilogy): Quality control, quality improvement, and quality plarming. In his 
view, the approach to managing for quality consists of: The sporadic 
problem is detected and acted upon by the process of quality control; The 
chronic problem requires a different process, namely, quality improvement; 
Such chronic problems are traceable to an inadequate quality plarming 
process. Juran defined a universal sequence of activities for the three quality 
processes, which is listed in Table 2. 
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Juran defined four broad categories of quality costs, which can be used 
to evaluate the firm's costs related to quality. Such information is valuable to 
quality improvement. The four quality costs are listed as follows: 
o Internal failure costs (scrap, rework, failure analysis, etc.), 
associated with defects found prior to transfer of the 
product to the customer; 
o External failure costs (warranty charges, complaint 
adjustment, returned material, allowances, etc.), associated 
with defects found after product is shipped to the customer; 
o Appraisal costs (incoming, in-process, and final inspection 
and testing, product quality audits, maintaining accuracy of 
testing equipment, etc.), incurred in determining the degree of 
conformance to quality requirements; 
o Prevention costs (quality planning, new product review, 
quality audits, supplier quality evaluation, training, etc.), 
incurred in keeping failure and appraisal costs to a minimum. 
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Quality planning 
Establish quality goals 
Identify customers 
Discover customer needs 
Develop product features 
Develop process features 
Establish process controls 
transfer to operations 
Quality control 
Choose control subjects 
Choose units of measure 
Set goals 
Create a sensor 
Measure actual 
performance 
Interpret the difference 
Take action on the 
difference 
Quality improvement 
Prove the need 
Identify projects 
Organize project teams 
Diagnose the causes 
Provide remedies, prove 
remedies are effective 
Deal with resistance to 
change 
Control to hold the gains 
Table 2: Universal Processes for Managing Quality 
2.2.4 Philip Crosby's Approach to TQM 
Crosby (1979) identified a number of important principles and 
practices for a successful quality improvement program, which include, for 
example, management participation, management responsibility for quality, 
employee recognition, education, reduction of the cost of quality (prevention 
costs, appraisal costs, and failure costs), emphasis on prevention rather than 
after-the-event inspection, doing things right the first time, and zero defects. 
Crosby claimed that mistakes are caused by two reasons: Lack of 
knowledge and lack of attention. Education and training can eliminate the 
first cause and a personal commitment to excellence (zero defects) and 
attention to detail will cure the second. Crosby also stressed the importance 
of management style to successful quality improvement. The key to quality 
improvement is to change the thinking of top managers-to get them not to 
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accept mistakes and defects, as this would in turn reduce work expectations 
and standards in their jobs. 
Understanding, commitment, and communication are all essential. 
Crosby presented the quality management maturity grid, which can be used 
by firms to evaluate their quality management maturity. The five stages are: 
Uncertainty, awakening, enlighteimient, wisdom and certainty. These stages 
can be used to assess progress in a number of measurement categories such 
as management understanding and attitude, quality organization status, 
problem handling, cost of quality as percentage of sales, and summation of 
finn quality posture. The quality management maturity grid and cost of 
quality measures are the main tools for managers to evaluate their quality 
status. Crosby offered a 14-step program that can guide firms in pursuing 
quality improvement. These steps are listed as follows: 
(1) Management commitment: To make it clear where management 
stands on quality. 
(2) Quality improvement team: To run the quality improvement 
program. 
(3) Quality measurement: To provide a display of current and 
potential nonconformance problems in a manner that permits 
objective evaluation and corrective action. 
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(4) Cost of quality: To define the ingredients of the cost of quaUty, 
and explain its use as a management tool. 
(5) Quality awareness: To provide a method of raising the personal 
concern felt by all persormel in the company toward the 
conformance of the product or service and the quality reputation 
of the company. 
(6) Corrective action: To provide a systematic method of resolving 
forever the problems that are identical through previous action 
steps. 
(7) Zero defects planning: To investigate the various activities that 
must be conducted in preparation for formally launching the Zero 
Defects program. 
(8) Supervisor training: To define the type of training that supervisors 
need in order to actively carry out their part of the quality 
improvement program. 
(9) Zero defects day: To create an event that will make all employees 
realize, through a personal experience, that there has been a 
change. 
(10) Goal setting: To turn pledges and commitment into actions by 
encouraging individuals to establish improvement goals for 
themselves and their groups. 
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(11) Error causal removal: To give the individual employee a method 
of communicating to management the situation that makes it 
difficult for the employee to meet the pledge to improve. 
(12) Recognition: To appreciate those who participate. 
(13) Quality councils: To bring together the professional quality 
people for planned communication on a regular basis. 
(14) Do it over again: To emphasize that the quality improvement 
program never ends. 
2.2. 5 Feigenbaum's Approach to TQM 
Feigenbaum (1991) defined TQM as: An effective system for 
integrating the quality development, quality-maintenance, and quality-
improvement efforts of the various groups in a firm so as to enable marketing, 
engineering, production, and service at the most economical levels which 
allow for fiiU customer satisfaction. He claimed that effective quality 
management consists of four main stages, described as follows: 
o Setting quality standards; 
o Appraising conformance to these standards; 
o Acting when standards are not met; 
o Planning for improvement in these standards. 
The quality chain, he argued, starts with the identification of all 
customers' requirements and ends only when the product or service is 
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delivered to the customer, who remains satisfied. Thus, all functional 
activities, such as marketing, design, purchasing, manufacturing, inspection, 
shipping, installation and service, etc., are involved in and influence the 
attaiimient of quality. Identifying customers' requirements is a fiandamental 
initial point for achieving quality. He claimed that effective TQM requires a 
high degree of effective fiinctional integration among people, machines, and 
information, stressing a system approach to quality. A clearly defined total 
quality system is a powerful foundation for TQM. Total quality system is 
defined as follows: 
The agreed firm-wide operating work structure, documented in 
effective, integrated technical and managerial procedures, for guiding the 
coordinated actions of the people, the machines, and the information of the 
firm in the best and most practical ways to assure customer quality 
satisfaction and economical costs of quality. 
Feigenbaum emphasized that efforts should be made toward the 
prevention of poor quality rather than detecting it after the event. He argued 
that quality is an integral part of the day-today work of the line, staff, and 
operatives of a firm. There are two factors affecting product quality: The 
technological-that is, machines, materials, and processes; and the human-that 
is, operators, foremen, and other finn personnel. Of these two factors, the 
human is of greater importance by far. Feigenbaum considered top 
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management commitment, employee participation, supplier quality 
management, information system, evaluation, communication, use of quality 
costs, use of statistical technology to be an essential component of TQM He 
argued that employees should be rewarded for their quality improvement 
suggestions, quality is everybody's job He stated that effective employee 
training and education should focus on the following three mam aspects 
Quality attitudes, quality knowledge, and quality skills 
2.2.6 Kauru Ishikawa's Approach to TQM 
Ishikawa (1985) argued that quality management extends beyond the 
product and encompasses after-sales service, the quality of management, the 
quality of individuals and the firm itself He claimed that the success of a 
firm IS highly dependent on treating quality improvement as a never-ending 
quest A commitment to continuous improvement can ensure that people will 
never stop learning He advocated employee participation as the key to the 
successful implementation of TQM Quality circles, he believed, are an 
important vehicle to achieve this Like all other gurus he emphasized the 
importance of education, stating that quality begins and ends with it He has 
been associated with the development and advocacy of universal education 
in the seven QC tools (Ishikawa, 1985) These tools are listed below 
o Pareto chart, 
o Cause and effect/fishbone diagram (Ishikawa diagram). 
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o Stratification chart; 
o Scatter, diagram; 
o Check sheet; 
o Histogram; 
o Control chart. 
Ishikawa (1985) suggested that the assessment of customer 
requirements serves as a tool to foster cross-functional cooperation; selecting 
suppliers should be on the basis of quality rather than solely on price; cross-
functional teams are effective ways for identifying and solving quality 
problems. Ishikawa's concept of TQM contains the following six 
fundamental principles: 
• Quality first-not short-term profits first; 
• Customer orientation-not producer orientation; 
• The next step is your customer-breaking down the barrier of 
sectionalism; 
• Using facts and data to make presentations-utilization of statistical 
methods; 
• Respect for humanity as a management philosophy, full participatory 
management; ' 
• Cross-functional management. 
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2,2.7 Results from Quality Gurus 
After the approaches to TQM of the five quaUty gurus have been 
reviewed, it has become evident that each has his own distinctive approach. 
Nevertheless, the principles and practices of TQM proposed by these quality 
gurus do provide the author with a better understanding of the concept of 
TQM. Their insights offer a solid foundation for conducting this study. 
Although their approaches to TQM are not totally the same, they do share 
some common points which are summarized as follows: 
(1) It is management's responsibility to provide commitment, 
leadership, empowerment, encouragement, and the appropriate 
support to technical and human processes. It is top management's 
responsibility to determine the enviroimient and framework of 
operations within a firm. It is imperative that management foster 
the participation of the employees in quality improvement, and 
develops a quality culture by changing perception and attitudes 
toward quality. 
(2) The strategy, policy, and firm-wide evaluation activities are 
emphasized. 
(3) The importance of employee education and training is emphasized 
in changing employees' beliefs, behavior, and attitudes; 
enhancing employees' abilities in carrying out their duties. 
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(4) Employees should be recognized and rewarded for their quality 
improvement efforts 
(5) It IS very important to control the processes and improve quality 
system and product design The emphasis is on prevention of 
product defects, not inspection after the event 
(6) Quality is a systematic firm-wide activity from suppliers to 
customers All fiinctional activities, such as marketing, design, 
engineering, purchasing, manufacturing, inspection, shipping, 
accounting, installation and service, should be involved m quality 
improvement efforts 
2.3 Review of Quality Award Models 
Worldwide, there are several Quality Awards, such as the Demmg 
Prize in Japan (1996), the European Quality Award in Europe (1994), the 
Malcolm Baldrige National Quality Award in the United States of America 
(1999) The broad aims of these awards are described as follows (Ghobadian 
and Woo, 1996) 
• Increase awareness of TQM because of its important 
contribution to superior competitiveness, 
• Encourage systematic self-assessment against established 
criteria and market awareness simultaneously, 
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• Stimulate sharing and dissemination of information on 
successfully deployed quality strategies and on benefits 
derived from implementing these strategies; 
• Promote understanding of the requirements for the 
attaiiunent of quality excellence and successful 
deployment of TQM; 
• Encourage firms to introduce a continuous improvement 
process. 
Each award model is based on a perceived model of TQM. The award 
models do not focus solely on either product or service perfection or 
traditional quality management methods, but consider a wide range of 
management activities, behavior and processes that influence the quality of 
the final offerings. They provide a useful audit framework against which 
firms can evaluate their TQM implementation practices, seek improvement 
opportunities, and the end results. 
2.3.1 The Deming Prize 
The Deming Prize was established by the Board of Directors of the 
Japanese Union of Scientists and Engineers in 1951. Its main purpose is to 
spread the quality gospel by recognizing perfonnance improvements flowing 
from the successful implementation of firm-wide quality control based on 
statistical quality control techniques (Ghobadian and Woo, 1996). The 
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Deming Prize proved an effective instrument for spreading TQM philosophy 
throughout the Japanese industries. 
There are ten primary elements in the Deming Application Prize 
(1996), ,as well as a checklist that is used to evaluate the performance of 
senior executives. This checklist emphasizes the importance of top 
management's active participation in quality management activities and 
understanding of the main requirements of quality improvement programs. It 
also provides senior executives with a list of what they need to do. The 
primary elements in the Deming Application Prize and the checklist used to 
evaluate senior executives are listed below: 
(1) Policies 
• Quality and quality control policies and their place in 
overall business management; 
• Clarity of policies (targets and priority measures); 
• Methods and processes for establishing policies; 
• Relationship of policies to long- and short-term plans; 
• Communication (deployment) of policies, and grasp and 
management of achieving policies; 
• Executives' and managers' leadership. 
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(2) Organization 
• Appropriateness of the organizational structure for quality 
control and status of employee involvement; 
• Clarity of authority and responsibility; 
• Status of interdepartmental coordination; 
• Status of committee and project team activities; 
• Status of staff activities; 
• Relationships with associated companies (group 
companies, vendors, contractors, sales companies, etc.)-
(3) Information 
• Appropriateness of collecting and communicating external 
information; 
• Appropriateness of collecting and communicating internal 
information; 
• Status of applying statistical techniques to data analysis; 
• Appropriateness of information retention; 
• Status of utilizing information; 
• Status of utilizing computers for data processing. 
(4) Standardization 
• Appropriateness of the system of standards; 
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• Procedures for establishing, revising and abolishing 
standards; 
• Actual performance in establishing, revising and 
abolishing standards; 
• Contents of standards; 
• Status of utilizing and adhering to standards; 
• Status of systematically developing, accumulating, 
handing down and utilizing technologies. 
(5) Human resources 
• Education and training plans and their development and 
results utilization; 
• Status of quality consciousness, consciousness of 
managing jobs, and understanding of quality control; 
• Status of supporting and motivating self-development and 
self-realization; 
• Status of understanding and utilizing statistical concepts 
and methods; 
• Status of QC circle development and improvement 
suggestions; 
• Status of supporting the development of human resources 
in associated companies. 
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(6) Quality assurance 
• Status of managing the quality assurance activities system; 
• Status of quality control diagnosis; 
• Status of new product and technology development 
(including quality analysis, quality deployment and design 
review activities); 
• Status of process control; 
• Status of process analysis and process improvement 
(including process capability studies); 
• Status of inspection, quality evaluation and quality audit; 
• Status of managing production equipment, measuring 
instruments and vendors; 
• Status of packaging, storage, transportation, sales and 
service activities; 
• Grasping and responding to product usage, disposal, 
recovery and recycling; 
• Status of quality assurance; 
• Grasping of the status of customer satisfaction; 
• Status of assuring reliability, safety, product liability and 
environmental protection. 
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(7) Maintenance 
• Rotation of management (PDCA) cycle control activities; 
• Methods for determining control items and their levels; 
• In-control situations (status of utilizing control charts and 
other tools); 
• Status of taking temporary and permanent measures; 
• Status of operating management systems for cost, quantity, 
delivery, etc.; 
• Relationship of quality assurance system to other 
operating management systems. 
(8) Improvement 
• Methods of selecting themes (important activities, 
problems and priority issues); 
• Linkage of analytical methods and intrinsic technology; 
• Status of utilizing statistical methods for analysis; 
• Utilizationof analysis results; 
• Status of confirming improvement results and transferring 
them to maintenance/control activities; 
• Contribution of QC circle activities. 
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(9) Effects 
• Tangible effects (such as quality, delivery, cost, profit, 
safety and environment); 
• Intangible effects; 
• Methods for measuring and grasping effects; 
• Customer satisfaction and employee satisfaction; 
• Influence on associated companies; 
• Influence on local and international coinmunities. 
(10) Future plans 
• Status of grasping current situations; 
• Future plans for improving problems; 
• Projection of changes in social environment and customer 
requirements and future plans based on these projected 
changes; 
• Relationships among management philosophy, vision and 
long-term plans; 
• Continuity of quality control activities; 
• Concreteness of future plans. 
The checklist used to evaluate the performance of senior executives is 
listed as follows: 
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(1) Understanding 
• Are the objectives of quality control and enthusiasm 
introduction and promotion clearly defined and well 
understood? 
• How well do they understand quality control, quality 
assurance, reliability, product liability, etc.? 
• How well do they understand the importance of the 
statistical way of thinking and the application of quality 
control techniques? 
• How well do they understand QC circle activities? 
• How well do they understand the relationship of quality 
control and the concepts and methods of other 
management activities? 
• How enthusiastic are they in promoting quality control? 
How well are they exercising leadership? 
• How well do they understand the status and the 
characteristics of their company's quality and quality 
control? 
(2) Policies 
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• How are quality policies and quality control policies 
established? Where and how do these policies stand in 
relation to overall business management? 
• How are these policies related to short- and long-term 
plans? 
• How are these policies deployed throughout the company 
for their achievement? 
• How do they grasp the status of policy achievement? Are 
they taking appropriate corrective actions when needed? 
• How do they grasp priority quality issues (priority 
business issues)? Do they make effective use of diagnostic 
methods such as top management diagnosis? 
• How well are targets and priority measures aligned with 
policies? 
• What kind of policies do they employ for establishing 
cooperative relationships with associated companies? 
(3) Organization 
• How the company is organized and managed so that 
human resources can effectively and efficiently practice 
quality control? 
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• How are the authorities and responsibilities in the 
organization estabHshed?. 
• Is the allocation of human resources suitable for the 
organization? 
• How do they strive to make employees happy and 
satisfied? 
• How do they grasp and evaluate employees' capability 
and motivation levels? 
• How do they strive for interdepartmental cooperation? 
How do they utilize committers and project teams? 
• How do they relate to associated companies? 
(4) Human resources 
• How clear is the philosophy for hiring, developing and 
utilizing human resources? 
• How appropriate are the employee education and training 
plans? Are the necessary budget and time allocated? 
• How do they communicate th^ policies for quality control 
education and training and h^w do they grasp the status 
achieving their policies? 
• How do they provide education and training specific to 
the company's business needs'? 
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• How well do they understand the importance of employee 
self- and mutual development? 
• How do they support this effort? 
• How do they strive to develop QC circle activities? 
• How interested are they in developing human resources in 
associated companies? 
(5) Implementation 
• What kind of measures do they have for the evaluation, 
and effective and efficient implementation, of quality 
control? 
• How well is the overall coordination of quality control 
and other management systems? 
o How do they grasp the status of improvement in the 
business processes and the individual steps of these 
processes so as to provide products and services that 
satisfy the customer needs? Are they taking necessary 
corrective actions? 
• How well are the systems for developing new products 
and services, new technologies and new markets 
established and managed? 
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• How well are the necessary resources secured and 
allocated for establishing and operating management and 
information systems? 
• How do they grasp the effects and contributions of quality 
control to the improvement of business performance? 
• How do they evaluate their employees' efforts? 
(6) Corporate social 
• Is the company structured to ensure appropriate profits for 
a long time? 
• How well do they regard employee well-being (wage 
levels, working hours, etc.)? 
• How well do they regard employee self-realization? 
• How well do they strive for co-existence and co-
prosperity with associated companies? 
• How well does the company contribute to the local 
community? 
• How well does the company exert efforts to protect the 
environment? 
• How well does the company positively impact the 
international community? 
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(7) Future visions 
• How do they assure the continuity of, and future plans for, 
quality control? 
• How do they anticipate and cope with changes in 
surrounding business environment and progress in science 
and technology? 
• How do they grasp and cope with changes in customer 
requirements? 
• How do they consider their employees and help them 
achieve happiness and satisfaction? 
o How do they consider and manage relationships with 
associated companies? 
• How do they plan for the fiiture to cope with the items 
above? 
• How do they utilize quality control to achieve the future 
plans? 
2.3.2 The European Model for TQM 
The European Quality Award was officially launched in 1991. The 
primary purpose of the award is to support, encourage, and recognize the 
development of effective TQM by European firms. The model of the 
European Quality Award is divided into two parts, Enablers and Results. The 
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enablers are leadership, people management, policy & strategy, resources, 
and processes. These five aspects- steer the business and facilitate^ the 
transformation of inputs to outputs. The results are people satisfaction, 
customer satisfaction, impact on society, and business results (the measure of 
the level of output attained by the firm). The European Quality Award model 
(1994) consists of nine primary elements, which are further divided into a 
number of secondary elements. The primary and secondary elements are 
listed below: 
(1) Leadership 
• Visible involvement in leading total quality; 
• A consistent total quality culture; 
• Tunely recognition and appreciation of the effects and 
successes of individuals and teams; 
• Support of total quality by provision of appropriate 
resources and assistance; 
• Involvement with customers and suppliers; 
• Active promotion of total quality outside the organization. 
(2) Policy and strategy 
• How policy and strategy are based on the concept of total 
quality; 
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• How policy and strategy are formed on the basis of 
inforrnation that is relevant to total quality; 
• How policy and strategy are the basis of business plans; 
• How policy and strategy are communicated; 
• How policy and strategy are regularly reviewed and 
improved. 
(3) People management 
• How continuous improvement in people management is 
accomplished; 
• How the skills and capabilities of the people are preserved 
and developed through recruitment, training and career 
progression; 
• How people and teams agree on targets and continuously 
review performance; 
• How the involvement of everyone in continuous 
improvement is promoted and people are empowered to 
take appropriate action; 
• How effective top-down and bottom-up communication is 
achieved. 
(4) Resources 
• Financial resources; 
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• Information resources; 
• Material resources and fixed assets; 
• Tlie application of technology. 
(5) Processes 
• How processes critical to the success of the business are 
identified; 
• How the organization systematically manages its 
processes; 
• How process performance measurements, along with all 
relevant feedback, are used to review processes and to set 
targets for improvement; 
• How the organization stimulates innovation and creativity 
in process improvement; 
• How the organization implements process changes and 
evaluates the benefits. 
(6) Customer satisfaction. 
(7) People satisfaction. 
(8) Impact on society. 
(9) Business results. 
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2.3.3 The Malcolm Baldrige National Quality Award. 
In 1987, the US Congress-passed the Malcolm Baldrige National 
Quality Improvement Act, and thus established an annual quality award in 
the US. The aim of the award is to encourage American firms to improve 
quality, satisfy customers, and improve overall firms' performance and 
capabilities. The model framework can be used to assess firms' current 
quality management practices, benchmark performance against key 
competitors and world-class standards, and improve relations with suppliers 
and customers. The Malcolm Baldrige 
National Quality Award model framework (2000) is listed as follows: 
(1) Leadership 
• Organizational leadership; 
• Public responsibility and citizenship. 
(2) Strategic planning 
• Strategy development; 
• Strategy deployment. 
(3) Customer and market focus 
• Customer and market knowledge; 
• Customer satisfaction and relationships. 
(4) Information and analysis 
• Measurement of organizational performance; 
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• Analysis of organizational performance. 
(5) Human resource focus 
• Work systems; 
• Employee education, training, and development; 
• Employee well-being and satisfaction. 
(6) Process management 
• Product and service processes; 
• Support processes; 
• Supplier and partnering processes. 
(7) Business results 
o Customer focused results; 
• Financial and market results; 
• Human resource results; 
• Supplier and partner results; 
• Organizational effectiveness results. 
2.3.4 Results from Quality Awards 
The three quality award models provide a universal framework for 
evaluating aspects of TQM practices in a finn. They also provide a 
framework for identifying a range of intangible and tangible processes that 
influence the firm's TQM implementation and the end results. 
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Although each award has its own unique categories and emphasis, 
there are some common areas. (1) Each award model has two^parts: One is 
TQM implementation (that is, the enablers); the other is the overall business 
results. TQM implementation makes overall business results happen. (2) All 
three award models emphasize the importance of leadership, human 
resources management, employee participation, employee education and 
training, process management, strategy and policy, information, supplier 
quality management, and customer focus. 
The three quality award models provide firms with a means to 
measure their position against a set of universal criteria, and to identify their 
strengths and weaknesses in the areas of quality management practices and 
business results. These models provide an insight into the practical way of 
applying TQM, as well as a solid foundation for this research, and give the 
author a better understanding of the concept of TQM. According to Hackman 
and Wageman (1995), it is safe to assume that Baldrige Award winners 
actually have implemented the full TQM package. Based on their statement, 
it can be assumed that the three award winners have fully implemented TQM. 
2.4 Review of Other Research 
Worldwide, much research has been conducted in the field of TQM 
implementation. After a review of the relevant TQM literature, it has been 
found that different researchers adopted different TQM definitions and 
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frameworks based on their own understanding of TQM and research 
objectives. Consequently, there are fewer consensuses on what TQM is and 
what constitutes it. 
TQM can be defined as a set of techniques and procedures used to 
reduce or eliminate variation from a production process or service-delivery 
system in order to improve efficiency, reliability, and quality (Steingard and 
Fitzgibbons, 1993). It integrates fundamental management techniques, 
existing improvement efforts, and the technical tools under a disciplined 
approach focused on continuous improvement (Department of Defense, 
1988). According to Kanji and Asher (1996), TQM is a continuous process 
of improvement for individuals, groups of people, and whole firms; it 
encompasses a set of four principles (delight the customer, management by 
fact, people-based management, and continuous improvement) and eight 
core concepts (customer satisfaction, internal customers are real, all work is 
process, measurement, teamwork, people make quality, continuous 
improvement cycle, and prevention). TQM can also be defined as the 
application of quality principles for the integration of all functions and 
processes within the firm (Ross, 1993). 
There is another definition of TQM, which is a management approach 
for an organization, centered on quality, based on the participation of all its 
members and aiming at long-term success through customer satisfaction and 
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benefits to all members of the organization and to society (ISO 8402, 1994). 
„Flvnn et al. (1994) defined TOM as: An integrated approach to achieving and 
sustaining high quality output, focusing on the maintenance and continuous 
improvement of processes and defect prevention at all levels and in all 
functions of the firm, in order to meet or exceed customer expectations. 
According to Ho and Fung (1994), TQM is a way of managing to improve 
the effectiveness, flexibility, and competitiveness of a business as a whole. It 
is also a method of removing waste, by involving everyone in improving the 
way things are done. According to Vuppalapati et al. (1995), TQM is an 
integrative philosophy of management for continuously improving the 
quality of products and processes to achieve customer satisfaction. Hackman 
and Wageman (1995) systematically reviewed the three quality gurus' 
(Deming, Juran, and Ishikawa) propositions about TQM. 
According to their review results, the following five interventions are 
the core of TQM: Explicit identification and measurement of customer wants 
and needs; creation of supplier partnership; use of functional teams to 
identify and solve quality problems; use of scientific methods to monitor 
performance and identify points of high leverage for performance 
improvement; use of process management heuristics to enhance team 
effectiveness. Dean and Bowen (1994) defined TQM as a philosophy or 
approach to management that can be characterized by its principles, practices. 
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and techniques. Its three principles are customer focus, continuous 
improvement, and teamwork. Each principle is implemented through a set of 
practices, which are simply activities such as collecting customer 
information or analyzing processes. The practices are, in turn, supported by a 
wide array of techniques. 
Choi and Eboch (1998) studied the TQM paradox using management 
of process quality, human resources management, strategic quality planning, 
and information and analysis as the constructs of TQM implementation. 
Black and Porter (1996) identified ten critical factors of TQM: People and 
customer management, supplier partnership, communication of improvement 
information, customer satisfaction orientation, external interface 
management, strategic quality management, and teamwork structure for 
improvement, operational quality planning, quality improvement 
measurement systems, and corporate quality culture. In Powell's 1995 study, 
the following elements were identified as TQM framework: Executive 
commitment, adopting the philosophy, closer to customers, closer to 
suppliers, benchmarking, training, open organization, employee 
empowerment, zero-defects mentality, flexible manufacturing, process 
improvement, and measurement. Ho and Fung (1994) identified ten TQM 
elements: Leadership, commitment, total customer satisfaction, continuous 
improvement, total involvement, training and education, ownership, reward 
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and recognition, error prevention, and cooperation and teamwork. Waldman 
(1994) identified eight key TQM elements as: Top management commitment 
to place quality as a top priority, a broad definition of quality as meeting 
customers' expectations, TQM values and vision, the development of a 
quality culture, involvement and empowerment of all organizational 
members. In cooperative efforts to achieve quality improvements, an 
orientation toward managing-by-fact, the commitment to continuously 
improve employees' capabilities and work processes through training and 
benchmarking, attempts to get external suppliers and customers involved in 
TQM efforts. 
Mann and Kehoe (1994) divided TQM into ten elements. They are 
supplier improvement, process control and improvement, internal customer 
focus, measurement and reporting, leadership, quality system,'participation, 
recognition, education and training, and external customer focus. 
Although much research has been conducted in the field of TQM 
implementation, no universally accepted TQM definition or elements 
presently exist. Actually, researchers have different ideas about TQM 
concept and elements. However, most agree that TQM is a philosophy or 
approach to management focusing on continuous improvement, customer 
focus, systematic process management, supplier partnership, and teamwork. 
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The implementation of such a management philosophy requires a set of 
practices. 
2.5 TQM Concept adopted in this Study 
Before the concept of TQM is defined, it is necessary to define the 
concept of quality management. According to ISO 8402 (1994), quality 
management can be defined as follows; 
All activities of the overall management function that determine the 
quality policy, objectives and responsibilities, and implement them by 
means such as quality planning, quality control, quality assurance and 
quality improvement within the quality system. 
The extensive TQM literature review suggests that TQM 
encompasses a vast spectrum of topics and perspectives. In the field of 
TQM implementation, there are three commonly referenced articles 
written by Saraph et al. (1989), Flynn et al. (1994), and Ahire et al. 
(1996), respectively. Ahire et al. (1996) strongly recommended that a 
combination of the three frameworks be undertaken for future research 
on TQM. In fact, the present study followed this suggestion and uses a 
validated instrument which attempts to integrate their TQM constructs 
as much as possible. 
2.5.1 Definition of TQM 
In this study, TQM is defined as follows: 
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"A management philosophy for continuously improving corporate 
philosophy based on leadership, supplier quality management, vision and 
plan statement, evaluation, process control and improvement, product 
design, quality system improvement, employee participation, recognition 
and reward, education and training, and customer focus. " 
2.5.2 Comparison of TQM with other Change Strategies 
TQM is unique as a fonii of a change strategy. Hackman and 
Wageman (1995) assessed the distinctiveness of TQM and considered three 
comparison groups, namely: 1) programs that are subsumed by a full-fledged 
TQM; 2) those that are clearly different from TQM; and 3) those that are, 
like TQM, broad and multi-faceted organizational improvement programs. 
As articulated by its founders, TQM clearly subsumes a number of smaller 
and more focused initiatives such as quality circles, cross-functional project 
teams and zero-defects programs. It is also distinct from interventions such 
as job enrichment, performance-contingent rewards and goal-setting, some of 
which are explicitly disavowed by one or more of three founders - for 
example, the emphasis of some job-design models on employee autonomy 
about methods, pay for performance programs that tie financial rewards to 
bottom-line outcomes and goal-setting programs that specify explicit 
performance objectives within a department or function. TQM is clearly 
different, both conceptually and operationally from these change programs. 
109 
TQM is also distinguishable from other broad, multi-faceted 
initiatives such as participative management and Quality ^ f Work Life 
(QWL) programs. Participative management has no generally accepted set of 
"must-do" management practices; the way participation is implemented in 
one organization often bears little resemblance to its use in another; thus, it is 
concluded to be as the same kind as TQM but not as clean or distinctive 
conceptually. 
The values of QWL movement center on fostering labor-management 
cooperation to improve simultaneously productivity and quality of 
employees' work lives. Key organizational devices include labor-
management committees and surveys of employee satisfaction, among others. 
QWL is concluded to be different from TQM both in philosophy and in 
practice. Comparing TQM against other popular change modalities as shown 
in the diagram below further highlights its uniqueness. 
Leach (1996) says that TQM is to be preferred over reengineering or 
business process reengineering (BPR) since it creates a complex-adaptive 
organization. The study of complex, dynamic and nonlinear systems, often 
referred to as the science of complexity can be applied to the study of 
organizations which are themselves complex systems. 
Complexity theory supports the concept that change can occur in 
organizations through continual improvement. By focusing on the process of 
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continual improvement, TQM enables an organization to manage and learn 
from change and become an adaptive system. This results in other benefits 
such as compounded improvements, avoidance of system deterioration and 
reduction of risk. Reengineering, on the other hand, aims to make immediate 
breakthroughs by discarding entire processes and designing new ones. This 
results in inadequate organizational learning. TQM, unlike reengineering, is 
a comprehensive management philosophy which encourages organizations to 
develop a complex-adaptive system. 
I l l 
0X1 
1) 
ex) 
C4 
U 
a 
p 
a. 
O 
O 
a 
u 
"H, a. 
< 
73 
c 
_© 
N 
'S 
ex) 
O 
H 
o 
Bi 
OH 
pa 
B 
O 
V3 
a . 
S 
o 
U 
O 
pa 
.£3 
a 
0) 
V3 
lU 
Pi 
B 
s 
a . 
e 
R 
> • 
O 
e 
a 
H H 
S 
o 
0=; 
&" 
1 
k. 
o 
a 
u 
1 
•--r 2 
CO 
s 
•5 
a 
0;; 
OX) 
c 
a 
Ji 
o 
a 
>. H 
S 
•5 
'^ S3 
•^  1 
<^ <o 
to 
to 
o 
o 
ft. 
^ 
S 
K 
•2 
•3 
u 
!U 
Q 
05 
o 
E5 
to 
to 
o 
5 -
fts 
exi 
e 
CS 
JS 
U 
t M 
O 
ft 
Hi b 
< 
K 
•2 
1 
o 
^ 
^ 
^ 
e 
a 
a 
s (» 
-4-3 
DXI 
a . 
o 
H 
Vi 
<u 
"3 
V 
OS 
(N 
CS 
CM 
• d 
> 
s 
hH 
V 
o 
+J 
ce 
c« 
O. 
JS 
Vi U 
<u 
- a 
(U 
a 
o H 
m 
^ 
ro 
B 
s 
" o 
>• 
B 
^^ 
V 
&> 
>> 
s 
M 
(N 
fS 
tN 
en 
S 
U 
o 
E 
o 
-^ 
t« s U 
m 
(N 
m 
B 
s 
o 
a . 
S 
4> 
0) 
> . 
_o 
• Q < 
E M 
m 
en 
(N 
S 
C 
.** 
" a 
a . 
3 
VI 
m 
f ^ 
m 
-^ ^ 
B 
E 
exi 
« 
B 
% 
>^ 
+ j 
R 
S 
O 
B 
tA 
V 
Q 
(N 
<N 
1—1 
exi 
B 
:2 
u 
s 
U 
B V
pa 
m 
C I 
CN 
0) 
&X) 
u 
^ 
^ 
(N 
DX) 
B 
79 
E 
B 
S 
C 
B 
0) B 
>-< 
fN 
(N 
m 
B 
E 
> 
o 
a 
S 
HH 
3 
O 
S 
_B 
B 
O 
u 
< 
- 4 - * 
o 
^ 
1 
1 
o &( 
Cl4 
l-H 
O 
1 
O 
5 
o 
• 1—1 
o 
1 
u 
SX) 
Vi 
"So 
tu 
+ j (3 
k< 
-*•* 
1/i 
H) 
OX) 
« 
U 
;• 
J3 
S 
H 
OX) 
cs 
o 
& 
o 
OH 
S 
o 
U 
I 
2.5.3 The TQM System Characterizing Attributes. 
Implementing TQM means continuous improvement of processes in 
order to deliver goods and services in the most cost-effective and efficient 
way to delight the customer. All the processes are designed to create services 
of excellent, reliable and consistent quality (process vitality) that meets or 
exceeds customer requirements (customer focus). Empowerment of people 
enables workers to deliver what is expected from them. What drives all of 
these elements is the Top management leadership which assumes the 
responsibility for quality initiative and performance. 
Organizational Elements for 
TQM Implementation 
To Management 
Commitment and 
Leaders liip 
Strategic Plannmg 
Human Resource Development 
and Management 
Design Quality Mgmt 
Supplier Quality 
Management 
Process Management 
Information and Analysis 
Continuous Improvement 
Customer Focus 
J 
^ 
ORGANISATION 
TQM SYSTEM 
ATTRIBUTE 
Top Management 
Leadership 
People 
Empowerment 
Process Vitality 
Continuous 
Improvement 
Customer Focus 
Business Results 
Impact on Society 
Customer Satisfaction/ 
Service Quality 
Figure 1: TQM System Characterizing Attributes. 
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2.5.4 TQM Constructs from Empirical Research 
Saraph et al. (1989) were the first to develop a list of quality 
constructs underlying total quality and empirically test them. Their seminal 
study focuses on a fairly evenly divided group of manufacturing and service 
firms in the Minneapolis/St. Paul area and uses a survey they developed 
based on previous quality literature. 
Flyrm et al. (1994) continued the work of Saraph et al. (1989) by 
identifying and substantiating seven "key dimensions of quality 
management," (1994) and then more rigorously testing these dimensions for 
reliability and validity. They made a case for clearly separating key 
management practices ("inputs") from quality performance ("outpuf) and 
develop a reliable and valid instrument to measure quality management 
practices. 
Anderson et al. (1995) examined the Deming Management Method 
(Walton 1986) in an effort to develop a theory of quality management. They 
used a Delphi study to arrive at seven constructs underlying the Deming 
Method. Based on a review of the literature and analysis of the Baldrige 
Award criteria, Black and Porter (1996) identified ten critical factors of 
TQM. They compared their model to the Saraph et al. (1989) framework and 
noted many similarities. The most obvious difference between the two 
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models is that the Saraph et al. (1989) study lacked any constructs relating to 
customer satisfaction or customer relationship management. 
Ahire et al. (1996) review the quality management literature, 
literature on general operations management and organizational behavior, 
and the Malcolm Baldrige Award criteria to arrive, and synthesize and test 
12 constructs of integrated quality management strategies. 
Many empirical studies have used the award criteria as a basis for 
establishing TQM constructs (GAO 1991; Dean and Bowen 1994; Wisner 
and Eakins 1994; Black and Porter 1996; Grandzol and Gershon 1997). The 
Baldrige Award is highly regarded by industry and the general public. 
The award criteria are reviewed and updated each year by quality 
experts who reach consensus on the categories and the weights assigned to 
each. The award criteria remain essentially the same from year to year. 
However, the relative emphasis assigned to each area changes from year to 
year (N.I.S.T. 1996). Therefore, the criteria remain an up-to-date source of 
what is considered by industry experts as essential to fully capturing the 
whole of total quality management. 
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TQM Factors 
1) Top management commitment 
and leadership 
2) Strategic Planning 
3)Human Resource Development 
& Management 
4) Design Quality Management 
5) Supplier Quality Management 
6) Process Management 
Variants 
Role of rnanagement leadership (Saraph et al, 1989) 
Top Management Support (Flynn et al, 1995) 
Top management commitment (Ahire et al, 1995) 
Executive Commitment (Powell, 1995) 
Leadership (Ross, 1995) 
Quality Policy (Saraph et al, 1989) 
Strategic Quality Management (Black & Porter, 1996) 
Strategic Planning (Ross, 1995) 
Training (Saraph et al, 1989); (Powell, 1995) 
Workforce Management (Flynn et al, 1995) 
Employee Relations (Saraph et al, 1989); 
Employee Empowerment(Powell, 1995) 
Employee Involvement (Ahire et al, 1995) 
Work Attitudes (Flynn et al, 1995) 
Zero Defects Mentality (Powell, 1995) 
Corporate Quality Culture (Black & Porter, 1996) 
Open Organization (Powell, 1995) 
Adoption And Communication Of TQM (Powell, 
People & Customer Management (Black & Porter, 
Human Resources (Ross, 1995) 
Product/Service design (Saraph et al, 1989) Flynn et al, 
1995) 
Design quality management (Ahire et al, 1995) 
Product Design (Flynn et al, 1995) 
Product Quality (Ahire et al, 1995) 
Supplier Quality Management (Saraph et al, 1989) 
(Ahire etal, 1995) 
Supplier Performance (Powell, 1995) 
Supplier partnerships (Black & Porter, 1996) 
Supplier Relationships (Flynn et al, 1995) 
Closer Supplier Relationships (Powell, 1995) 
Process Management/Operating Procedures (Saraph et 
al, 1989) 
Standardization 
Flexible Manufacturing(Powell, 1995) 
Process Improvement (Powell, 1995) 
Process Flow Management (Flynn et al, 1995) 
Operational Quality Planning (Black & Porter, 1996) 
Process Quality (Ross, 1995) 
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7) Continuous Improvement 
8) Information and Analysis 
9) Customer focus 
Process Improvement 
Quality Improvement Measurement Systems (Black & 
Porter, 1996) 
-Benchmarking (Ahire et al, 1995) 
Teamwork Structures for Improvement (Black & 
Porter, 1996) 
Quality data and recording (Saraph et al, 1989) 
Measurement (Powell, 1995) 
SPC Usage (Ahire et al, 1995) 
Communication of Improvement Information (Black & 
Porter, 1996) 
Productivity (Ross, 1995) 
Internal Quality Information Usage (Ahire et al, 1995) 
Information Systems & Analysis (Ross, 1995) 
Statistical Control & Feedback (Flynn et al, 1995) 
Customer focus and satisfaction 
External Interface Management (Black & Porter, 1996) 
Customer satisfaction orientation (Black & Porter, 
1996) 
Customer Focus (Ahire et al, 1995) (Ross, 1995) 
People & Customer Management (Black & Porter, 
1996) 
Customer Relationship (Flynn et al, 1995) 
Closer Customer Relationship (Powell, 1995) 
Table 4- TQM Factors 
2.6 Summary 
In the review of TQM literature there is an emphasis on the concept 
of "process" as a fundamental building block of the organization with a 
resulting emphasis on process definition, process management, and process 
improvement. 
• Widespread organizational focus on quality improvement, cycle-time 
reduction, and waste (cost) reduction. Adoption of a prevention focus. 
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Efforts to apply the process concept and focus on improvement 
(quality improvement, cycle-time reduction, and waste reduction) 
throughout the company, including to areas outside of production 
such as product development and business support processes. 
Emphases on customer focus, including: 
(1) Emphasis on customer requirements and customer satisfaction to 
define product and service quality ("customer-defined quality"); 
(2) Emphasis on customer service (lead-time reduction, on-time 
delivery, field support, technical support, etc.); 
(3) Integration of customer information into the management and 
improvement systems — particularly into the new service/product 
development process and the production and service quality control 
and improvement processes; 
(4) efforts to become integrated with customers as appropriate (often 
called "partnering"), such as joint improvement teams, participation 
in the customer's new product development processes, or involving 
customers in the company's own internal processes, such as planning, 
new product development, R&D, or technology forecasting. 
• Emphasis on the deployment of systematic fact-based 
decision making driven by objective data and information 
("management-by-fact"). 
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• Widespread employee involvement in improvement (quality, 
cycle-time, and waste), .usually through teams. Emphasis on^ 
employee development through training. 
• Explicit emphasis on cross-functional management, including 
cross-functional improvement as well as cross-functional 
involvement in key processes, such as new product 
development. 
• Emphasis on supplier quality and service, supplier 
improvement, and supplier involvement and integration 
(supplier partnerships), such as joint quality improvement, 
and participation in new product development. 
• Recognition of TQM as a critical competitive strategy and, 
thus, as a primary concern of all levels of management, 
including senior management. The role of senior management 
in providing leadership for the development and deployment 
of TQM is a natural consequence of recognition of TQM as a 
(perhaps the) critical competitive strategy. 
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Chapter 3 
TQM and Corporate 
Performance 
Chapter 3 
TQM AND CORPORATE PERFORMANCE 
3.1 Introduction 
Ideally in studying the performance impact of TQM, what is desired 
is comparison of the performance of each TQM firm with what the 
performance would have been had the firm not implemented TQM (i.e., a 
perfect clone but with no TQM). 
The relationship between the adoption by companies of certain 
practices and performance is the subject of constant interest among 
researchers in the field of business management. The implementation of any 
kind of practice represents a cost for the company, both in terms of human 
and material resources. If the efforts made with regard to the implementation 
and maintenance of these practices are to show a return, then an 
improvement in the results must be achieved. In the field of QM we need to 
distinguish between QM practices (input) and quality results (output). Over 
the last few years, there have been a number of studies which have tried to 
relate QM practices with different operational results, including quality 
results, among others. In the majority of the different empirical studies on 
QM this issue appears, in one form or another, (Ebrahimpour and Johnson 
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1992; Flynn, Schroeder and Sakakibara, 1994,1995a, 1995b and 1995c; 
Adam, 1994; Hendricks and Singhal, 1997, etc.). 
r 
TQM has been widely implemented throughout the world. Many 
firms have arrived at the conclusion that effective TQM implementation can 
improve their competitive abilities and provide strategic advantages in the 
marketplace (Anderson at al., 1994a). Several studies have shown that the 
adoption of TQM practices can allow firms to compete globally (e.g., Easton, 
1993; Handfield, 1993; Hendricks and Singhal, 1996, 1997; Womack et al., 
1990; American Quality Foundation and Ernst & Young, 1991). Several 
researchers also reported that TQM implementation has led to improvements 
in quality, productivity, and competitiveness in only 20-30% of the firms that 
have implemented it (Benson, 1993; Schonberger, 1992). 
A study conducted by Rategan (1992) indicated that a 90% 
improvement rate in employee relations, operating procedures, customer 
satisfaction, and financial performance is achieved due to TQM 
implementation. However, Burrows (1992) reported a 95%) failure rate for 
initiated TQM implementation programs; Eskildson (1994) and Tomow and 
Wiley (1991) reported that TQM implementation has uncertain or even 
negative effects on performance. Longenecker and Scazzero (1993) indicated 
that achieving high product quality and pursuing successful TQM 
implementation are highly dependent on top management support. However, 
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Motwani et al. (1994) reported that there is no association between top 
management support for quaUty and the level of product quality achieved. 
Many researchers suggested that effective product design can lead to the 
improvement of product quality (e.g., Gitlow et al., 1989; Juran and Gryna, 
1993), whereas Motwani et al. (1994) reported that there is no relationship 
between systematic product design and the level of product achieved. 
Recently, Rungtusanatham et al. (1998) attempted to replicate, as 
closely as possible, empirical evaluation of a Deming-based theory of quality 
management conducted by Anderson et al. (1995). In their replication study, 
they used data obtained from three different Italian industries to compare 
with the reported resuUs in Anderson et al. (1995), which used data from US-
based firms. It was interesting to find that the research results between the 
two studies differed considerably. Thus, conflicting research findings have 
been reported surrounding the effects of TQM implementation on overall 
business performance. 
3.2 Impact of TQM on Business Performance 
There are several studies of an empirical nature, undertaken by 
different institutions or firms of consultants for informative purposes, the 
conclusions of which indicate that the companies which adopt total quality 
models obtain better results (U.S. GAO, 1991; American Quality Foundation, 
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1991). However, precaution must be shown in regard to these conclusions as 
these studies can be partial and not scientifically accurate (Powell, 1995). 
Although they did not put the concept of QM practices into operation, 
Ebrahimpour and Johnson (1992) studied the relationship between the 
commitment to quality and the role of quality in strategic planning, the 
resulting operational performance were of a diverse nature. Later, Flyim et al. 
(1994) in their attempt to create an instrument to measure QM and in order to 
establish its validity as a criterion, they analyzed the correlation of its 
dimensions with two measurements of quality performance and found a 
strong relationship between them. From that moment on different empirical 
studies have appeared over the years. Table 1 shows these studies and 
includes the names of the authors, the samples' characteristics, the 
explanatory variables, the measurements used for the results, the 
methodology and the main conclusions. 
These studies have been published recently, after 1994, except for 
one particular case. On the whole, they are based on data from American 
companies and almost all the cases centre exclusively on one sector of 
manufacturing. The explanatory variables, although in a different way, are 
measurements of QM (several dimensions of the concept). No other control 
variables are introduced in the majority of the studies. All the cases use 
measurements of operational performance and, what is more, in 50% of the 
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studies economic-financial results are used, with a predominance of 
measurement performance of a subjective nature. The methodology used for 
the analysis is varied, although the multiple regression analyses are most 
common. In general, the relationship between the QM practices and the 
results is positive, that is to say, the greater the level of implementation, the 
better the results obtained. Nevertheless, the significance of some dimensions 
is not the same as for others, nor is the repercussion the same on the 
operational performance or the economic-financial results. All the studies 
present transversal type data and have the methodological limitations 
peculiar to this type of study. 
Lawler, Mohrman, and Ledford (1995) examine the relationship 
between financial performance and employee involvement and TQM via 
cross-sectional regressions of accounting and stock-return variables for the 
year 1993 on employee involvement and TQM variables derived from the 
1993 survey. The seven dependent variables examined included total factor 
productivity, sales per employee, return on sales, return on investment, return 
on assets, return on equity, and total return to investors. The results of the 
lagged regressions show significant positive results. 
Lemak, Reed, and Satish (1996) interpret the stock return results as 
evidence that "firms that implement TQM will experience a significant 
increase in their stock value on a market- and risk- adjusted basis during and 
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after the period that the information about the adoption of TQM is made 
public." They go on to conclude that the results are evidence that "the market 
sees TQM as a value-creating process and it appears to factor in much of the 
potential gains earlier rather than later." 
Easton and Jarrell (1994) examine the impact of deployment of Total 
Quality Management (TQM) systems on the performance of a sample of 108 
firms which began serious efforts to implement TQM between 1981 and 
1991. The impact of the adoption of TQM is measured by comparing each 
firm's performance to that of a control benchmark designed to capture what 
the firm's performance would have been had it not adopted TQM. The 
findings indicate that performance, measured by excess profit margin, return 
on assets, asset use efficiency, and stock returns, is improved for the sample 
of firms that adopted TQM. Performance is also analyzed based on the extent 
of development of the firm's TQM approach as assessed by interviewing a 
senior quality executive in each firm. For firms with more advanced TQM 
systems, the improvement in financial performance is notably and 
consistently stronger. 
Easton and Jarrell (1997) review the emerging research on the link 
between Total Quality Management (TQM) and corporate financial 
performance. While there are an increasing number of academic studies on 
TQM, few studies focus on empirical assessment of TQM's impact using 
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externally available financial data. We discuss some of the key research 
issues involved in developing credible evidence about the financial impact of 
TQM and provide in-depth review of nine academic studies in the context of 
these issues. Three other studies are also briefly reviewed. Overall, the vast 
majority of the studies show positive impact associated with TQM. 
Zeithaml (2000) gives an excellent overview of findings of research 
on aspects of the relationship between customer satisfaction and 
organizational performance. Positive evidence on the direct relationship 
between customer satisfaction and organizational performance is found by 
Koska (1990) and Nelson et al (1992) in hospital settings with higher 
profitability; Aaker and Jacobson (1994) found better stock return linked to 
improved quality perceptions; Anderson, Fomell and Lehmaim (1994) found 
a significant association between customer satisfaction and accounting return 
on assets; Ittner and Larckner (1996) found that shareholder value is highly 
elastic with respect to customer satisfaction. 
Other research (Buzzell and Gale (1987); Jacobson and Aaker (1987); 
Gale (1992); Hallowell (1996); Fomell (1992)) is showing that higher 
customer satisfaction translates into higher than normal market share growth, 
the ability to charge a higher price, improved customer loyalty with a strong 
link to improved profitability, and lower transaction costs. Customer 
satisfaction is also found to be strongly correlated with repurchase intentions, 
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the willingness to recommend the company, and to improved cross-buying 
(Reichheld (1996b); Cronin.and Taylor (1992); Parasuraman, Zeithaml and 
Berry (1988); Zeithaml, Berry and Parasuraman (1996); Anderson and 
Sullivan (1993); Verhoef, Franses and Hoekstra (1999)). 
3.3 TQM and Employee Satisfaction 
Paauwe and Richardson (1997) give an overview of prior research on 
the relationship between HRM and business performance, and make a clear 
distinction between HRM results (e.g. satisfaction, motivation, absenteeism, 
retention, trust and involvement) and hard business performance indicators 
like profit and sales volume. HRM activities like attracting new employees 
and selection, persoimel planning and rewarding all have an effect on HRM 
results. Some of these HRM activities have a direct effect on business 
performances. The HRM results have a direct effect on the business 
performance as such. For example, a high level of sick leave will 
automatically lead to higher costs for the organization and thus, lower profits. 
In some situations there will be a reverse causality between HRM activities 
and business performances. For example, higher profits can lead to a higher 
level of willingness to invest in HRM activities, e.g. training of employees. 
Furthermore, we can see that situational or contingency factors (e.g. size and 
history of the organization, branch, and level of technology) have an impact 
on the following: 
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(a) HRM activities, 
(b) HRM results, and on 
(c) Business performance. 
In the TQM literature there seems to be general understanding 
regarding the type of TQM activities that contribute to the development of 
'business excellence'. Dale (1999) enumerates the following practices 
relevant to organizational excellence form a TQM perspective: leadership, 
training, involvement and participation of employees, co-operation and 
customer focus. Most of these themes can be found also in current HRM 
literature. 
Various authors indicate explicitly so-called 'best practices' that will 
deliver sustainable competitive advantage for the organization. Pfeffer (1994) 
discerns 16 of 'high performance' practices, amongst those 'information', 
'high wages', and 'job security'. Arthur (1994) focuses on 'decentralization', 
'participative leadership' and 'excellent wages'. The business excellence 
models defined in relation to the international and national quality awards, 
stimulated the development of best practices from a TQM point of view 
(Blackburn et al, 1993; Puay et al, 1998). 
3.4 Service Quality and Corporate Performance 
Some authors have stated that service quality can be viewed as the 
most important issue in achieving service sector competitive advantage and 
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financial success (Berry and Parasuraman, 1991). A variety of research has 
been conducted.that sheds light on the economic impact of superior service 
quality (Reichheld and Sasser, 1990; Rosenberg and Czepiel, 1984; 
Schlesinger and Heskett, 1991; TARP, 1986). This stream of research 
supports the proposition that achieving service quality superiority vis-a-vis 
relevant competitors' yields improved profitability due to reduced costs, 
higher margins and increased market share (Berry and Parasuraman, 1991). 
Over time, quality programmes are designed to enhance the firm's 
revenue potential and reduce the total cost of quality (Bank, 1992). Service 
firms often begin the process of quality improvement by providing incentives 
to retain dissatisfied customers (e.g. free coupons to recompense for a service 
failure) or by increasing the level of time and effort devoted to inspection 
type activities (e.g. checking and rechecking a loan application before 
approval). However, significant reductions in the cost of quality eventually 
require firms to shift their orientation away from "inspecting poor quality 
out" to "designing good quality in" through greater prevention effort 
(Omachonu and Ross, 1994). Importantly, these gains are most effectively 
and efficiently captured at the service design and planning stage (Banl-c, 1992; 
Juran and Gryna, 1993). 
One of the reasons is that the relationship between customer 
satisfaction (as a result of service quality) and business performance is not 
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always very clear. The link between customer satisfaction and profits is 
neither straightforward nor simple (Zeithaml, 2000). Three major problems 
in measuring the relationship are (1) the time lag between measuring 
customer satisfaction and measuring profit improvements, (2) the number of 
other variables influencing company profits like price, corporate image, 
competition etc. and (3) the fact that other variables ( behavioral issues etc.) 
should be included in the relationship because they explain the causality 
between satisfaction and results. 
3.4.1 Impact of Service Quality on Behavioral Intentions 
Zeithaml, Berry, and Parasuraman (1996) reviewed the literature 
about the relationship between service quality and profits, and have 
empirically examined several relationships between consumer behavioral 
intentions and service quality. 
"Seminal studies using the PIMS (Profit Impact of Market Strategy) 
data set have uncovered significant associations among service quality, 
marketing variables, and profitability. Findings from these studies show that 
companies offering superior service achieve higher-than-normal market 
share growth, that the mechanisms by which service quality influences 
profits include increased market share and premium prices, and that 
businesses in the top quintile of relative service quality on average realize an 
8% higher price than their competitors." 
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Building upon this literature, Zeithaml et al. (1996) developed a 
conceptual framework of the behavioral and financial consequences of 
service quality. Superior (inferior) service quality is related to favorable 
(unfavorable) behavioral intentions. The authors examined the following 
behavioral intention measures (note that all but Internal Response are multi-
item scales): 
• Loyalty: The strength of the relationship between the customer and 
the service supplier and the likelihood the customer will do more business 
with the supplier in the future. 
• Switch: The extent to which a customer might do less business with 
a supplier in the future and purchase from a competitor. 
• Pay More: The likelihood a customer would be willing to continue 
purchasing from a supplier even though its prices increase somewhat. 
• External Response: The likelihood a customer would complain to 
others and switch over to a competitor if the customer experiences service 
problems. 
• Internal Response: The propensity a customer would complain to a 
supplier's employees if the customer experiences a problem with the 
supplier's service. 
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Favorable (unfavorable) behavioral intentions are associated with 
customer retention (defection) which in turn is related to positive (negative) 
financial consequences. 
The empirical test of these hypotheses involved surveying business 
customers of a computer manufacturer and end customers of a retail chain, 
an automobile insurer, and a life insurer. Data were collected using a self-
administered mail questionnaire. 
Service 
Quality 
, Suaerioi^ 
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Intention 
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Figure 1: Service Quality and Behavioral Intentions 
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Although the authors report some mixed results depending upon the 
behavioral intention measure and the industry surveyed, jtheir results by and 
large are encouraging. For example, when combining all industry data, "the 
quality-intentions relationship for loyalty and switch is flatter below, but 
remains unchanged above the zone (of tolerance). Thus, exceeding the 
adequate-service threshold can sharply increase the payoffs (in terms of 
fostering customer loyalty and curtailing propensity to switch). However, the 
combined sample results reveal considerable flattening of the quality-
intentions relationships above the zone of tolerance. Thus, companies 
wishing to improve service beyond the desired service level should do so 
cautiously and cost-effectively, because recouping the added expense by 
charging price premiums may not be a viable option." 
The data support their second hypothesis that predicts that customers 
experiencing no service problems will have the best behavioral-intention 
scores, followed by those experiencing problems that were resolved, and 
customers with unresolved service problems would have the worst scores. In 
summary, Zeithaml et al's., data support their claim that improving service 
quality will positively impact behavioral intentions. 
However, there may be diminishing returns. "Multiple findings 
suggest that companies wanting to improve service, especially beyond the 
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desired service level, should do so in a cost effective manner." Customers 
may simply not be willing to pay for too much service^quality. 
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Summary: 
Quality has an intrinsic relationship with the strategic performance of an 
organization. Operations strategy literature shows that the process of strategy 
formulation has undergone at least three paradigm shifts since 1970 and it is still 
evolving. Prior to the seventies, the operations strategy paradigm was an overly 
simplistic one: reduce cost/price to improve customer share and profitability. 
Skinner (1969) (and subsequently many others see, for instance, Hayes, Clark, and 
Wheelright 1984) takes issue with this paradigm and ascribes the loss of American 
market share in automobile, high-tech, and other manufacturing and services 
industries to poor quality of their products and services. He argues that a firm could 
compete on dimensions other than price and be more strategically effective by doing 
so. He identified quality, service, and return on assets as other competitive 
dimensions. 
Over the decades these priorities have shifted and there appears to be a 
consensus that a firm competes with others on four dimensions price, quality, 
flexibility, and delivery (Garwin 1992, Hayes and Schmenner 1978, Swamidass 
1986). Several articles that appeared in Interfaces (e.g.. Fine and Hax 1985) 
supported Skinner's framework of operations strategy, i.e., advocated consideration 
of all four competitive priorities in chalking out business strategic plans. 
Furthermore, Skinner (1974) recommended that a company should choose one (and 
only one) of these four dimensions to compete on so as to maintain a "focus" in its 
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operations. An absence of focus, it was argued, would force companies to deploy 
their resources in pursuing mutually .conflicting priorities. This, in turn, would create 
confusion in decision-making processes as well as nullify the strategic gains made 
on one priority by the loss incurred on another. 
The second paradigm shift in the formulation of an operation strategy was 
triggered in the early nineties by Ferdows and De Meyer (1990). They challenged 
the notion of focus and argued that due to the advances in operations technologies 
(Skirmer 1996a, Hayes and Pisano 1996, Clark 1996), it is possible for a firm to 
make simultaneous improvement in cost, quality, flexibility, and delivery, despite 
their mutually conflicting demand on resources. 
A third paradigm shift is currently underway as a result of the widespread 
availability of the internet. It has changed managerial and strategic constructs in 
significant ways. An irmovative entrepreneur can now offer new services using a 
web-based offering within hours of the design of the service with virtually no entry 
barriers. While this improves the flexibility and delivery performance of the 
organization, it places stringent demand on the quality of service. Poor quality 
service would not only receive instant notoriety, the negative word of mouth and 
publicity, making such a service non-starter. Because of these reasons, service 
quality has assumed significant strategic importance especially to service 
organizations. 
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Regardless of the changing strategic landscape over the last three decades, an 
important-fact-to~note_is_that-quality_has^always_been .an_integraLand_criticai 
component of all strategic formulations. A firm competing on priorities other than 
quality, such as flexibility (of introducing new services) or agility (reduced market 
response times) still needs to deliver service of the highest quality or face extinction. 
This, in turn, means that companies need a dynamic mechanism to accurately 
measure, monitor, and improve its service quality in real time to stay ahead of 
competition and avert competitive failures. This constitutes the primary motivation 
for this work. 
Total Quality Management (TQM) has evolved beyond its roots in statistics 
and the quality control function. Today, it is believed to be a framework for 
"competitive" management. 
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Chapter 4 
Methodology of Research 
Chapter 4 
METHODOLOGY OF RESEARCH 
4.1 Introduction 
The various aspects related to the methodology of research for the 
purpose of the present study are discussed in this chapter. Later, research 
problem has been stated, scope of study defined, and operational definitions 
have been highlighted. The formulation of research objectives, research 
design, sample design, methods of data collection and accompanying 
problems are stated next and the limitations of the present study have been 
outlined. 
Section 4.2 describes the research design based on the research 
questions and theoretical models hypothesized in this study including the 
research strategy of a questioiuiaire survey, structured interviews and 
strategy of a case study method. Section 4.3 presents the review of 
contemporary literature. Section 4.4 describes the survey procedure and 
results including the pattern adopted for qualitative analysis and 
interpretation. Section 4.5 highlights the research evaluation and finally. 
Section 4.6 summarizes this chapter and throws light on future research 
directions. 
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4.1.1 Research Objectives: 
THe research had many objectives but for our purpose it can be broadly 
classified into two main research objectives. 
1. To identify the management systems being used for delivering 
superior service quality by high performing service sector firms in 
India. 
2. To develop a service quality system or model which can be used 
by Indian service sector firms for delivering service quality and 
thereby achieving business excellence. 
4.1.2 Research Questions 
Based on the research objectives, the extensive literature review, 
brainstorming sessions with the researcher's supervisor, and informal talks 
with quality practitioners, five research questions have been proposed. They 
are listed as follows: 
Question J: What is TQM and its role in delivering superior service 
quality? 
Question 2: What is the linkage between TQM and corporate 
performance? 
Question 3: Whether high performing Indian service organizations 
are implementing TQM? 
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Question 4: How TQM is being used in Indian service organizations 
to deliver service quality? 
Question 5: What kind of service quality model should be developed 
in order to guide Indian service organizations achieving high 
powered corporate performance? 
4.2 Research Design 
The role of research design is to connect the questions to data. Design 
sits between the two, showing how the research questions will be connected 
to the data, and the tools and procedures to use in answering them. Research 
design must follow from the questions and fit them with data. The design is 
the basic plan for a piece of empirical research, and includes main ideas such 
as strategy, sample, and the tools and procedures to be used for collecting 
and analyzing empirical data (Punch, 2000). 
4.2.1 Research Strategies 
For conducting empirical research, there are two methods of data 
collection: Qualitative and quantitative. These two methods have their 
strengths and weaknesses. The qualitative method permits researchers to 
study selected issues in depth and detail. Approaching fieldwork without 
being constrained by predetermined categories of analysis contributes to the 
depth, openness, and detail of qualitative inquiry. The quantitative method, 
on the other hand, requires the use of standardized instruments so that the 
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varying perspectives and experiences of people can fit a limited number of 
predetermined*response categories, to which numbers are- assigned. The 
advantage of a quantitative method is that it is possible to measure the 
reactions of a great many people to a limited set of questions, thus 
facilitating comparison and statistical aggregation of the data. This gives a 
broad, generalized set of findings presented succinctly and parsimoniously. 
By contrast, a qualitative method typically produces a wealth of 
detailed information about a much smaller number of people and cases. This 
increases understanding of the cases and situations studied but reduce 
generalization (Patton, 1990). 
In order to avoid their respective disadvantages, one important way to 
strengthen a research design is to use both qualitative and quantitative 
methods. A number of research strategies are available for conducting social 
science researchers: Experiments, surveys, histories, case studies, and the 
analysis of archival information. The kinds of research strategies adopted in 
a study should be dependent on three conditions: The type of research 
questions, the control an investigator has over actual behavioral events and 
the focus on contemporary, as opposed to historical, phenomena. However, 
the first and most important condition for differentiating among the various 
research strategies is to identify the type of research questions being asked 
(Yin, 1989). Based on the five research questions proposed in this study, the 
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research strategies of a literature review, questionnaire survey and a case 
study method were adopted in this research. The explanations for adopting 
such research strategies are presented in the following subsections. 
4.2.1.ILiterature Review 
The first and the second research questions-"What is TQM and its 
role in delivering superior service quality?" and "What is the linlcage 
between TQM and corporate performance"-are descriptive in nature. 
According to Punch (2000), a descriptive study sets out to collect, organize, 
and summarize information about the matter being studied; it is concerned 
with making complicated things understandable. For answering these two 
research questions, a literature review approach was the best strategy. The 
literature review on all aspects of TQM helped to provide a detailed 
understanding of the state of TQM today in terms of its research and its 
application within industries with a special focus on service industries. The 
literature review identified what the concept of TQM is and its role in 
delivering superior service quality. Thus the first research question, "What is 
TQM and its role in delivering superior service quality?" was answered. 
Similarly, the literature review on TQM and corporate performance 
identified what is important for measuring organizational overall business 
performance and the role of TQM in high powered corporate performance. 
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Thus, the second research question, "What is the linkage between TQM and 
corporate performance", was answered. 
4.2.1.2 Questionnaire Survey 
The third research question-"Whether high performing Indian service 
organizations are implementing TQM?"-is to examine whether TQM is being 
implemented in Indian service firms. Based on the existing theories, a 
theoretical model was derived. In essence, to answer this research question is 
to verify a theory. According to Punch (2000), a theory verification study 
aims to test a theory. 
Thus, a questionnaire survey was the most appropriate strategy to 
answer this research question. The greatest advantage of a questionnaire 
survey is its lower cost compared to other methods. Mail questioimaires also 
have sample-related advantages: Geographic coverage, larger samples, and 
wider coverage within a sample population. A questionnaire survey can be 
used only when the objective of the study is clear and not complex (Bourque 
and Fielder, 1995). In the area of TQM implementation, much research has 
been conducted using questioimaire surveys to collect information (e.g., 
Anderson et al, 1995; Choi and Eboch, 1998; Forza and Filippini, 1998). 
These researchers tested the extent and effects of TQM implementation on 
overall business performance using questioimaire surveys. 
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Generally, questionnaires are used to obtain a large database of TQM 
information with a low level of details. In this study, the questionnaire 
survey was used to obtain information about TQM implementation in Indian 
service organizations. 
4.2.1.3 Case Study 
The fourth research question is "How TQM is being used in Indian 
service organizations to deliver service quality". This question is exploratory 
in nature. In order to make the TQM implementation model applicable in 
practice, current practices of TQM category implementations, and effects of 
TQM implementation in Indian service organizations should be studied. 
Thus, the dynamics of firms' TQM implementation can be obtained. 
According to Yin (1989), case studies are the preferred strategy when 
"how" or "why" questions are being posed. Therefore, it was suitable to 
conduct a case study to answer this research question. Although the case 
study approach has a number of drawbacks, it also has a number of unique 
advantages. Among the drawbacks are the lack of statistical evidence from 
research findings and the possibility of the research influencing the 
phenomenon under study. 
The case study strategy is, however, the only way to provide an in-
depth insight into the processes going on within complex organizations. The 
case study method has its strength in its ability to deal with a full variety of 
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evidence such as documents, artifacts, interviews, observations and detailed 
questionnaire (Yin, 1989)^  through the development of case studies and 
analyses of the same combined with secondary data, the service quality 
model could be obtained. Moreover the case studies can provide practical 
assistance to Indian service organizations, and can also provide a better 
understanding of the model. 
In order to meet such a research requirement and answer the research 
question, it was decided that the strategy of open ended questionnaire would 
be used to obtain information on the areas identified for the development of 
case studies. Secondary data was used to fill in the gaps. 
It was obvious that open ended questionnaire could obtain more 
dynamic, detailed information on how firms were implementing TQM to 
deliver superior service quality. Such information obtained from open ended 
questiormaire was also used to develop the service quality model and make it 
more robust. Generally, open ended questionnaires can obtain more detailed 
information compared with closed ended questionnaire surveys. Moreover 
closed ended questionnaires are usefiil for obtaining specific information 
while open ended questionnaire surveys may obtain information that is more 
detailed and useful in exploratory research. Open ended questionnaire 
surveys may be used as a substitute of structured interviews in research 
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where interviews are not possible due to time and space constraint (Punch, 
2000). 
In fact, in the research area of TQM implementation, some 
researchers used structured interviews and open ended questionnaires 
surveys to develop their TQM implementation jframeworks (e.g.. Maim, 
1992). 
4.3 Review of Contemporary Literature 
In order to identify the research gap, the researcher conducted a 
review of existing literature on the subject. The review was not only confined 
to subjects like business administration/ management but extended to include 
economics, commerce, public administration and industrial management. 
Various aspect covered in the review include service quality, TQM, 
corporate performance and its accompanying issues. 
This study started with an extensive review of TQM literature from 
quality gurus (Deming, Juran, Crosby, Feigenbaum, and Ishikawa), the three 
quality award models (the Deming Prize, the European Quality Award, and 
the American Malcolm Baldrige National Quality Award), and the others 
conducting research in the field of TQM. Thus, the concept of TQM adopted 
in this study was defined as: A management philosophy for continuously 
improving overall business performance based on leadership, supplier 
quality management, vision and plan statement, evaluation, process control 
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and improvement, quality system improvement, employee participation, 
recognition and reward, education and training, and customer focus. 
In this study, TQM consists of 11 constructs. To implement TQM is 
merely to implement these 11 TQM constructs through a set of practices 
such as using relevant tools or techniques. The extensive review of the TQM 
literature provided a solid foundation for conducting this research. 
4.3.1 The Conceptual Framework 
In order to carry out the empirical investigation the researcher has 
established the conceptual framework shown in figure 1 as the basis. Within 
this framework, there are 11 dimensions or 79 sets of practices, associated 
with service/product design, the leadership, relations with the suppliers, 
relations with the customers, human resource management etc. They are 
considered to be primary dimensions in the sense that they are directly 
related to improvement in the quality of the service/product. The same 
dirnensions appear, more or less explicitly, in almost all of the studies on 
quality management, (Deming 1986; Saraph et al., 1989; Hackman and 
Wageman, 1995; Flynn et al, 1994 and 1995; Powell, 1995; Black and 
Porter, 1996; Ahire and Golhar, 1996 etc.). The framework that has been 
established reflects the idea expressed by Zhihai Zhang (1999). Commitment 
on the part of management must be seen by implementing a set of strategies 
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which take into account three important stakeholders in the operations of the 
organisation: customers, suppUers and employees. Customer attention is very 
important for an efficient TQM initiative. The quality of the material 
supplied by suppliers who are competent, reliable and flexible is a 
prerequisite for the quality of the service. The strategies which allow the 
company to produce high quality service starting from supplies of quality 
comprise of the following; the introduction of quality -in the design of the 
service equipments, quality assurance in the processes through the use of 
different instruments and the judicious use of external and internal 
information. Nevertheless, the key to success lies in human resource 
management through the empowerment of employees and the creation of a 
structure which promotes their participation and training. 
Thus, TQM consists of 11 constructs. To implement TQM is merely 
to implement these constructs, which occurs through a set of practices such 
as using certain quality tools or techniques. The figure below displays the 
decomposition of TQM implementation. There are practices that can support 
the implementation of each of the 11 constructs. The conceptual definitions 
of the constructs and the practices that support their implementation are 
presented in the following subsection. 
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Implementing 
„TQM 
Implementing! 1 
TQM constructs 
Implementing a 
set of practices 
Figure 1- A Decomposition Model of TQM Implementation 
TQM Constructs 
Leadership 
Leadership is the ability to inspire confidence and support among 
those needed to achieve organizational goals (DuBrin, 1995). Anderson et al. 
(1994a) explained the concept of leadership as: The ability of top 
management to establish, practice, and lead a long-term vision for the firm, 
driven by changing customer requirements, as opposed to an internal 
management control role. Leadership is thus exemplified by clarity of vision, 
long-term orientation, coaching management style, participative change, 
employee empowerment, and plaiming and implementing organizational 
change. According to Juran and Gryna (1993), certain roles of top 
management can be identified as: Establish quality policies, establish and 
deploy quality goals, provide resources, provide problem-oriented training, 
and stimulate improvement. 
The European Quality Award (1994) and the Malcolm Baldrige 
Quality Award (1999) recognize the crucial role of leadership in creating the 
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goals, values and systems that guide the pursuit of continuous performance 
improvement. Recognition of the critical role of leadership and its 
responsibility in pursuit of continuous quality improvement echoes the 
arguments put forward by quality gurus such as Deming (1986), Juran (Juran 
and Gryna, 1993), and Crosby (1979). Thus, the concept of leadership in this 
study can be defined as the ability of top management to lead the firm in 
continuously pursuing long-term overall business success. This is 
exemplified by top management participation, top management 
encouragement, employee empowerment, top management learning, top 
management commitment to employee education and training, and top 
management pursuit of product quality and long-term business success. 
A predominant theme in quality management literature is that strong 
commitment from top management is vital. The foundation of an effective 
leadership effort is top commitment. Demonstrating such commitment is, 
therefore, a primary leadership principle for achieving TQM. Lack of top 
management commitment is one of the reasons for the failure of TQM efforts 
(Brown et al., 1994). However, top management commitment itself is not 
sufficient. 
It is more important that top management personally participate in 
various quality management activities. Furthermore, it should strongly 
encourage employee involvement in quality management activities. 
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According to DuBrin (1995), an important leadership practice is to 
- encourage people to assess the level of quality 
To be an effective leader in rnost modem firms, the top manager must 
continue to develop and learn Knowledge of the business and continual 
learning are essential prerequisites to effective leadership (DuBrin, 1995) 
The extensive literature review by Anderson et al (1994a) suggested that if 
leadership wants to create organizational cultures that will themselves be 
more amenable to learning, they must set the example by becoming learners 
themselves and involving others in the learning process Thus, a learning 
organization will be established 
Empowerment is the process of delegating decision-making authority 
to lower levels withm the firm Particularly dramatic is empowerment of the 
workforce (Juran and Gryna, 1993), which is valuable because it may release 
creative energy (DuBrm, 1995) In order to effectively lead the firm, top 
management must empower employees to solve the problems they 
encounter Thus, employees can have the authority to fix problems and 
prevent their further occurrence 
In order to effectively lead the firm, top management must be 
committed to providing sufficient resources for employees' education and 
training, building trustful relationships with employees, and regarding them 
as valuable resources of the firm Top management must be committed to 
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allocating sufficient resources to prevent, as well as repair, quality problems. 
Top management should discuss quality frequently; for example, by giving 
speeches on the topic and asking questions about quality at every staff 
meeting. In fact, people make things happen. Therefore, top management 
must train and coach employees to assess, analyze, and improve work 
processes (Dale and Plunkett, 1990; Deming, 1986). 
The study conducted by Garvin (1986) suggested that high levels of 
quality performance were always accompanied by an organizational 
commitment to that goal; high product quality did not exist without strong 
top management commitment. Many such empirical studies have also found 
that top management support for quality was a key factor in quality 
improvement. Therefore, it is essential that top management focus on 
product quality rather than yields alone. More importantly, it is critical for 
the firm to pursue long-term business success. 
Supplier Quality Management 
Supplier quality management can be defined as the set of supplier-
related quality management practices for improving suppliers' quality of 
products and services. This is exemplified by firm-supplier partnership, 
product quality as the criterion for supplier selection, participation in 
suppliers, communication with suppliers, understanding of supplier 
performance, and supplier quality audit (Mann, 1992; Zhang, 1999). 
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In modem industrial production, the interdependence of buyers and 
suppliers has increased dramatically. The supplier^becomes an extension of 
the buyer's organization to a certain extent. A revolution in the relationship 
between buyers and suppliers has emerged in the form of supplier 
partnership (Juran and Gryna, 1993). According to the review by Hackman 
and Wageman (1995), developing partnerships with suppliers is one of the 
major TQM implementation practices. The extensive literature review by 
Anderson et al. (1994a) indicated that external cooperation between a firm 
and its suppliers has merits in the just-intime purchasing systems. Working 
collaboratively with suppliers on a long-term basis is truly beneficial. 
Deming (1986) strongly recommended working with the supplier as a partner 
in a long-term relationship of loyalty and trust to improve the quality of 
incoming materials and decrease costs. A long-term relationship between 
purchaser and supplier is necessary for the best economy. 
Deming (1986) and Ishikawa (1985) suggested that firms select their 
suppliers on the basis of quality, rather than solely on price. According to 
Deming (1986), price has no meaning without a measure of the quality being 
purchased. Without adequate measures of quality, business drifts to the 
lowest bidder, low quality and high cost being the inevitable result. The firm 
must change its focus from lowest initial cost of material purchased to lowest 
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total cost. Firms should try to minimize average total cost for inspection of 
incoming materials. 
According to Juran and Gryna (1993), it is an effective practice to 
optimize quality costs when a purchasing decision is made. To the 
purchasing price, the buyer must add a whole array of quality-related costs: 
Incoming inspection, materials review, production delays, downtime, extra 
inventories, internal failure costs, and external failure costs. The lowest 
purchasing price does not always result in the lowest total costs. 
Deming (1986) and Ishikawa (1985) recommended that firms work 
directly with suppliers to ensure that their materials are of the highest 
possible quality. Firms should participate directly in supplier activities 
related to quality, such as supplier improvement projects and supplier 
training (Mann, 1992; Zhang, 2000a). 
Evaluating suppliers is an important activity to assure the dependable 
high quality of incoming materials in the firm (Feigenbaum, 1991). Supplier 
rating is a technique to provide supplier assessment. Each supplier is 
measured against another specific supplier or group of suppliers, for price, 
quality, delivery, and other important performance measures. Supplier 
performance rating involves objective appraisal of one supplier's 
performance, which can feed back to that supplier. In the case of a poor 
quality situation, such information can be used by the supplier to formulate 
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corrective action. Supplier quality rating also provides a quantitative 
summary of supplier quality over a period of time (Juran and Gryna,_1993). 
Incoming material control is very important for supplier quality 
management. Specifications and standards should be established as criteria 
for acceptance of raw materials, parts, and components. Techniques such as 
acceptance sampling inspection and 100% inspection, can be used to provide 
acceptance at most economical levels (Feigenbaum, 1991). 
Firms need to have detailed information about supplier quality 
information such as drawings, specifications, and other necessary data. It is 
also very important to establish a supplier information feedback system, 
which can be used for giving feedback to suppliers about their product 
performance. Such information may be used to further improving supplier 
perfonnance. A purchasing system includes three key activities: 
Specification of requirements, selection of a supplier, and contract 
management. The overall quality objective is to meet the needs of the firm 
with a minimum of incoming inspection or later corrective action 
(Feigenbaum, 1991; Juran and Gryna, 1993). 
Supplier quality audit is an organized evaluation of supplier 
capabilities to fiimish materials of the necessary quality and quantity is an 
important basis for initial supplier selection and ongoing supplier quality 
surveillance (Feigenbaum, 1991). Surveillance can take several forms: 
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Inspection of product, meetings with suppliers to review quality status, audits 
of elements of the supplier, review of-SPC data, and witnessing of specific 
operations or tests (Juran and Gryna, 1993). What one firm buys from 
another is not just material: It buys something more important, namely, 
engineering and capability (Deming, 1986). These requirements of a supplier 
must be established long before it produces any material. 
Vision and Plan Statement 
Vision and plan statement has two aspects: Vision statement and plan 
statement, which are explained as follows: A vision statement describes how 
a firm wants to be seen in its chosen business. As such, it describes 
standards, values, and beliefs. Above all, a vision is the advertisement of the 
intention to change. As such, it propels the firm forward and acts against 
complacency. 
All employees should be able to realize how they can contribute to 
the vision. A statement of values and behavior is a powerful motivating force 
that can be used to drive a process of change forward (Kanji and Asher, 
1993). The intent of a vision statement is to communicate the firm's values, 
aspirations and purpose, so that employees can make decisions that are 
consistent with and supportive of these objectives (Meredith and Shafer, 
1999). An effective vision statement tends to be written using language that 
can inspire employees to high levels of performance, and fiarther, to foster 
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their commitment. Therefore, a firm should have a long-term vision 
statement. A quality policy is overall intentions and direction of an 
organization with regard to quality, as formally expressed by top 
management (ISO 8402, 1994). Similarly, a quality policy describes how a 
firm wants to be seen regarding its quality. 
In this regard, a quality policy is a quality "vision statement". A 
variety of employees should be involved in the development of the vision 
statement and quality policy, which in return, should be well communicated 
to employees at different levels to stimulate commitment. In fact, a vision 
statement usually cascades down to mission statements that detail short-term 
firm goals or departmental aims. In order to realize a vision statement, a firm 
must make plan statements that support the realization of its vision (Mann, 
1992). 
A plan statement is a formalization of what is intended to happen at 
some time in the future. A plan cannot guarantee that an event will actually 
happen; it is a statement of intention that "will happen" (Slack et al., 1995). 
In a firm, there are many kinds of plans, including a strategic business 
performance plan, quality goal plan, and quality improvement plan. A 
strategic business performance plan can be divided into long- and short-term 
business performance plans that include, for example, market share, profits, 
annual sales, exports, and sales grovi^h. A quality goal plan can involve, for 
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example, conformity rate, defect rate, internal failure costs, external failure 
costs, performance, reliability, and durability. A quality improvement plan 
aims for quality improvement, which are actions taken throughout the 
organization to increase the effectiveness and efficiency of activities and 
processes in order to provide added benefits to both the organization and its 
customers (ISO 8402, 1994). 
Employees at different levels should be involved in drawing up these 
plans, which should be well communicated to employees, in turn 
encouraging their commitment to the realization of these plans (Mann, 
1992). 
Evaluation 
The concept of evaluation can be defined as systematic examination 
of the extent to which an entity is capable of fialfiUing specified requirements 
(ISO 8402, 1994). Juran and Gryna (1993) stated that a formal evaluation of 
quality offers a starting point by providing an understanding of the size of the 
quality issue and the areas demanding attention. Evaluation can identify the 
difference between actual performance and the goal. Evaluating the situation 
in a firm's quality management practices provides an important base for the 
firm to improve its quality management practices. Such evaluation 
information should be communicated to employees in order to encourage 
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employees to make things better. Hackman and Wageman (1995) proposed 
that evaluation of variability is a change principle. 
Uncontrolled variance in processes or outcomes is the primary cause 
of quality problems and must be evaluated and controlled by those who 
perform the firm's front-line work. Only when the root causes of variability 
have been identified are employees in a position to take appropriate steps to 
improve work processes. There is a set of practices that can support the 
implementation of evaluation. 
A firm operates in a dynamic and turbulent envirormient. In order to 
maintain competitive advantages in the marketplace, the firm should 
continuously evaluate its various business strategies. Business strategy is a 
set of objectives, plans, and policies for the firm to compete successfully in 
its markets (Meredith and Shafer, 1999). In effect, the business strategy 
specifies what the firm's competitive advantage will be and how this 
advantage will be achieved and sustained. Based on such evaluation 
activities, the firm can adjust its business strategy in order to keep it dynamic 
(Mann, 1992). 
Quality audit is systematic and independent examination to determine 
whether quality activities and related resuhs comply with planned 
arrangements, and whether these arrangements are implemented effectively 
and are suitable to achieve objectives. Quality audit can be used for quality 
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system, processes, products, and services. One purpose of a quality audit is 
to evaluate the need for improvement or corrective action (ISO 8402, 1994). 
Benchmarking is a powerful tool to use as a continuous process of 
evaluating a firm's products, services, and processes against those of its 
toughest competitors or of firms renowned as world-class or industry leaders. 
A benchmarldng is a point of reference by which performance is judged or 
measured; Competitive benchmarking is the continuous process of 
measuring products, services, and practices against those of the toughest 
competitors or leading firms (DuBrin, 1995). According to Slack et al. 
(1995), there are many types of benchmarking such as internal, external, 
non-competitive, competitive, performance, and practice. 
Benchmarking is able to judge how well an operation is performing, 
and can be seen as one approach to setting realistic performance standards. It 
is also concerned with searching out new ideas and practices that might be 
able to be copied or adapted. Benchmarking is an effective tool for guiding 
the establishment of quality improvement goals, evaluating various activities 
within the firm, and assessing customer requirements (Hackman and 
Wageman, 1995). 
Quality costs can be divided into four categories: Internal failure, 
external failure, appraisal, and prevention (Juran and Gryna, 1993). 
According to Feigenbaum (1991), the periodic collection and analysis of 
162 
quality-related costs monitors the cost effectiveness of the quality system. 
The objective is to track quality-cost trends in both total, as well as 
individual, quality-cost fields. Timely measurement and reporting of quality 
level data are used in assessing quality performance, setting quality-level 
goals, and evaluating corrective-action efforts. 
Such information is becoming the basis for establishing 
improvement goals, priority schedules and so on. The objective of evaluation 
of quality-related costs is to formulate opportunities for reducing cost and 
reducing customer dissatisfaction. The analysis of quality-related costs helps 
to identify those opportunities for improvement that offer the largest cost 
savings (Ishikawa, 1985). 
In order to encourage employees to pay attention to quality, quality-
related data should be used for evaluating employee performance. Quality-
related indices should be combined with general employee performance 
standards. Quality-related data should also be used to evaluate the 
performance of employees at different levels and the performance of the 
whole firm, and should be displayed at the shop floor in order to make 
employees understand what happens concerning quality. It is to be noted that 
the major aim of evaluation is improvement, not criticism. In order to have 
an effective evaluation, a quality information system is truly necessary, as it 
is an organized method of collecting, storing, analyzing, and reporting 
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information on quality to assist decision-makers at all levels (Juran and 
Gryna7 1993; Mann, 1992). 
Process Control and Improvement 
Process refers to certain unique combinations of machines, tools, 
methods, materials, and people engaged in production. Process control and 
improvement cormotes a set of methodological and behavioral practices, 
which are implemented to control and improve processes that produce 
products and services (Juran and Gryna, 1993). In fact, process control and 
improvement can make the manufacturing process operate as expected, 
without breakdowns, missing materials, fixtures, tools, etc., and despite 
workforce variability (Flynn et al., 1994). A set of practices of process 
control and improvement is described in the following paragraphs. 
The Japanese strongly believe that an atmosphere of cleanliness adds 
to quality, thus, shop floor management is highly emphasized by Japanese 
firms (Deming, 1986). It is a very important practice to keep the firm neat 
and clean at all times, which can contribute to effective process control and 
improvement (Ho, 1999). 
An important matter in process control and improvement is the 
maintenance of process capability to meet production requirements. Process 
capability is largely independent of specification tolerances for parts to be 
manufactured within the process. It is important to determine these 
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capabilities as fundamental to product-control standards setting 
(Feigenbaum, 1991). Process capability study provides a^  basis for this 
determination and its related assigmnent of parts to those facilities that can 
economically maintain the required tolerances (Gitlow et al., 1989). 
One aspect of process control and improvement is equipment 
maintenance, which ensures that variation is kept within acceptable bounds, 
keeping the manufacturing process miming smoothly. Process capability is 
the measured, inherent variation of the product turned out by a process, and 
provides a quantified prediction of process adequacy (Juran and Gryna, 
1993). 
According to Feigenbaum (1991), manufacturing equipment 
inevitably wears under constant use, a result of which would be poor-quality 
products. A program of preventive maintenance is an important quality 
management practice since it enables a regularly scheduled examination of 
processing facilities before they break down. According to Deming (1986), 
Japanese machine operators regularly make minor repairs; perform 
maintenance work, and record machine performance data. 
Deming (1986) stated that improving product quality should not be 
dependent on mass inspection. Inspection to improve quality is too late, 
ineffective, and costly. Quality comes not from inspection, but from 
improvement of the production process. In this regard, a firm should try to 
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implement effective inspection activities in order to reduce any non-value 
added activities. 
A firm should try to design its process to be "foolproof in order to 
minimize the chance of employee error. Fool proofing describes methods, 
such as poka-yoke, which ensure that activities or operations can only be 
performed the correct way. Fool proofing methods can be divided into two 
types: Alarms and controls. Alarm devices may light a red lamp, sound a 
buzzer, or flash an alarm light if a mistake is detected. Control devices may 
interrupt work by activating a clamp, stopping a machine, or halting a 
conveyor if a mistake occurs so that a defect does not move on to the next 
process (Slack et al., 1995). 
Statistical process control is the application of statistical methods to 
the measurement and analysis of variation in any process (Juran and Gryna, 
1993). Statistical process control can be used to achieve process stability, 
provide guidance on how the process may be improved by the reduction of 
variation, assess the performance of a process, and provide information to 
assist with management decision-making (Dale, 1999). Without statistical 
control, the process is in chaos, the noise of which will mask the effect of 
any attempt to bring improvement (Deming, 1986). 
A number of quality tools or techniques can be implemented to 
control and improve processes. These methods include the seven QC tools 
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and the seven new QC tools. The PDCA cycle is essentially the scientific 
method applied to continuous process improvement (Dale, -1999; Deming, 
1986; Mann, 1992). 
Service/Product Design 
Product design translates customer expectations for fimctional 
requirements into specific engineering and quality characteristics, which can 
be called specifications. Sound product design can contribute to the 
improvement of product quality to be better than that of competitors, 
increasing a firm's competitive advantage in the marketplace (Juran and 
Gryna, 1993). There is a set of practices that can be used to design products. 
In order to have effective product design, design engineers are 
required to have some shop floor experience such as processing technology, 
understanding of performance of production equipment, skill for operating 
production equipment, and production process. Such knowledge can 
contribute to robust product design. Thus, fewer problems will occur during 
the process of production (Feigenbaum, 1991; Juran and Gryna, 1993; Slack 
etal., 1995). 
In fact, product design starts with market research. Therefore, it is an 
important practice for design engineers to have some marketing experience 
and knowledge, making it easier for them to understand customer needs, 
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expectations, and future requirements. As a result, product design will be 
more market-oriented (Feigenbaum, 1991; Juran and Gryna, 1993). 
Customer requirements and expectations should be thoroughly 
considered during the process of product design. It is important that design 
department obtain detailed information from the field. Field failure data and 
customer complaints should be sufficiently detailed to provide a means for 
analyzing the causes, so that proper corrective action can be taken toward 
improving product design (Feigenbaum, 1991; Juran and Gryna, 1993). 
Different departments in a firm should participate in new product 
design. Such design teams composed of people from such departments as 
design, engineering, production, and sales can contribute to improvement of 
product design and design for the future (Deming, 1986). The participation 
of different departments in product design can ensure fewer problems during 
the process of production as well as after products are delivered to customers 
(Juran and Gryna, 1991). 
Before production, new product design should be thoroughly 
reviewed in order to avoid problems during production. Design review is 
documented, comprehensive and systematic examination of a design to 
evaluate its capability to fulfil the requirements for quality, identify 
problems, if any, and propose the development of solutions (ISO 8402, 
1994). 
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Price is still an important factor affecting competitive capability of 
products in the marketplace-(Meredith and Shafer, 1999). Therefore, cost 
should be paid sufficient attention during the process of product design. It is 
possible that reducing production cost does not sacrifice product 
performance. Value engineering is a technique for evaluating the design of a 
product to assure that the essential functions are provided at minimal overall 
cost (Juran and Gryna, 1993). 
For traditional products, product design process is not complex and 
can be achieved by experienced design engineers without using any special 
techniques. For modem products, certain special techniques or methods 
should be used to achieve successful product design (Juran and Gryna, 
1993). According to the author's previous research (Zhang, 1998b, 1998d), 
experimental design is a widely used tool in product design. Its application 
has significantly reduced the time and expense needed to develop the new 
product, greatly improved the performance of the new product, and led to the 
success of new product design. 
Quality function deployment is also an important and effective 
method in product design (Daetz et al., 1995). It is primarily concerned with 
the relationship between customer needs and new product attributes, which 
can support the establishment of a market advantage (Daetz et al., 1995; 
Reed et al. 1996; Slack et al., 1995). This technique consists of a series of 
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interlocking matrixes that translates customer needs into product and process 
cKafactensticr(Jufan:aIid^Gfyiiari 993)' 
Quality System Improvement 
Quality system is defined as the organizational structure, procedures, 
processes and resources needed to implement quality management (ISO 
8402, 1994). In 1987, the International Standardization Organization 
published the ISO 9000 standards series on quality management and quality 
assurance. Implementing ISO 9000 is a way in pursuing quality system 
improvement in a firm. In this study, quality system improvement means to 
establish a quality system according to the requirements of ISO 9000. 
Through the implementation of ISO 9000, a quality manual, quality system 
procedures, and work instructions are established. In the end, a firm may 
apply to be registered as having an ISO 9001 (9002 or 9003) quality 
certificate (Randall, 1995; Mirams and McElheron, 1995). A quality manual 
is a document stating the quality policy and describing the quality system of 
an organization (ISO 8402, 1994), and should cover all the applicable 
elements of the quality system standard required for an organization. 
Guidelines for developing quality manuals (ISO 10013, 1995) can be used 
for drawing up a quality manual. 
A procedure is a specified way to perform an activity. A written 
procedure contains the purposes and scope of an activity; what shall be done 
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and by whom; when, where and how it should be done; what materials, 
equipment and documents shall be used; and howjt shall be controlled and 
recorded. Documented quality system documents describe the activities of 
individual functional units needed to implement the quality system elements 
(ISO 8402, 1994; ISO 10013, 1995) 
Work instructions consist of detailed work documents, which can 
guide people in conducting specific work. It should be noted that drawing up 
various work instructions should be based on the existing documents and 
characteristics of the firm, and should be presented to different people for 
extensive review. Thus, these work instructions can be effectively 
implemented in practice (Randall, 1995; Mirams and McElheron, 1995). 
With an ISO 9000 quality system in place, a firm may consider 
becoming ISO 9000 certified. Please note that a quality system should be 
continuously improved. Quality system documents should be continuously 
modified with the change of quality activities within the firm. Of course, it is 
essential to maintain the quality system's conformance with the ISO 9000 
requirements (Randall, 1995). 
Employee Participation 
Employee participation can be defined as the degree to which 
employees in a firm engage in various quality management activities. By 
personally participating in quality management activities, employees acquire 
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new knowledge, see the benefits of the quality disciplines, and obtain a sense 
of accomplishment by solving quality problems. Participation is decisive in_ 
inspiring action on quality management (Juran and Gryna, 1993). Employee 
participation is exemplified by things such as teamwork, employee 
suggestions, and employee commitment. 
A remarkable characteristic of employee participation is teamwork 
(e.g., cross-functional teams and within-functional teams). The aim of a team 
is to improve the input and output of any stage. A team may well be 
composed of people from different staff areas, everyone having a chance to 
contribute ideas, plans, and figures. Teamwork is sorely needed throughout 
the firm; it can compensate one's strength for another's weakness (Deming, 
1986). Group work and group decision-making offer several advantages over 
individual effort. If several knowledgeable people are brought into the 
decision-making process, a number of worthwhile possibilities may be 
uncovered, making synergy a possible benefit. 
Group members often evaluate each other's thinking, thus the team is 
likely to avoid major errors (DuBrin, 1995). Cross-functional quality teams 
and task forces are among the most common features of TQM firms 
(Hackman and Wageman, 1995). Teamwork can be characterized as 
collaboration between managers and non-managers, between different 
functions (Dean and Bowen, 1994). Teamwork practices include identifying 
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the needs of all groups and firms involved in decision-making, trying to find 
solutions that will benefit everyone involved,^nd sharing responsibility and. 
credit. Such practices are often implemented by forming teams. Hackman 
and Wageman (1995) stated that the single most commonly used TQM 
implementation practice is formation of short-term problem-solving teams. 
Problem-solving teams work on a wide variety of tasks, ranging from 
crossfunctional involvement in tackling quality problems related to many 
functional departments to solving within-functional quality problems. 
Anderson et al. (1994a) suggested that internal cooperation among 
employees enables higher individual performance by creating mutually 
beneficial situations among organizational members and between 
organizational members, and the firm as a whole. 
A quality control (QC) circle is a group of workforce-level people, 
usually from within one department, who volunteer to meet weekly to 
address quality problems that occur within their department (Juran and 
Gryna, 1993). QC circles have been successfully implemented in Japan, 
contributing a great deal to the Japanese economy (Lillrank and Kano, 1989). 
Hackman and Wageman (1995) stated that 65% TQM firms create 
employee suggestion systems. Production workers should regularly 
participate in operating decisions such as planning, goal setting, and 
monitoring of performance. They are encouraged to make suggestions and 
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take a relatively high degree of responsibility for overall performance 
(Deming, 1986). To have effective employee participation, employee 
contributions and ideas must receive serious consideration and be placed into 
operation whenever the recommendations are sound and relevant. Among the 
motivational programs that have received major attention are employee 
suggestion programs (Feigenbaum, 1991). Deming (1986) and Ishikawa 
(1985) identified one source of human motivation at work as task motivation, 
the good feeling that comes from accomplishing things and seeing them 
actually work. 
For achieving effective employee participation, employees should be 
committed to their jobs. Job commitment can be defined in terms of one's 
loyalty, identification, and involvement with the firm (Mitchell, 1979). If 
employees are committed to their jobs, they will be motivated to spend more 
energy on providing high process, product, and service quality to satisfy the 
firm's customers (Lam, 1995). 
In order to have effective employee participation, employees should 
be encouraged to report their own working problems as well as problems 
they find in other areas of the firm. Employees should be encouraged to 
inform top managers or supervisors concerning conditions that need 
correction (e.g., inherited defects, machines not maintained, and poor tools). 
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More importantly, employees should be encouraged to fix their own working 
problems (Deming, 1986). 
Recognition and Reward 
Recognition is defined as the public acknowledgment of superior 
performance of specific activities. Reward is defined as benefits, such as 
increased salary, bonuses and promotion, which are conferred for generally 
superior performance with respect to goals (Juran and Gryna, 1993). Public 
recognition is an important source of human motivation (Deming, 1986). 
It almost goes without saying that an important feature of any quality 
improvement program is the showing of due recognition for improved 
performance by any individual, section, department or division within the 
firm (Dale and Plunkett, 1990). To effectively support their quality effort, 
firms must implement an employee compensation system that strongly links 
quality and customer satisfaction with pay (Brown et al., 1994). 
Deming (1986) and Ishikawa (1985) identified one source of human 
motivation at work as social motivation, the energy that comes from 
cooperation with others on a shared task and the incentive provided by 
recognition from others. A large majority of firms implementing TQM 
modify their performance measurement and reward systems so that 
achievement of specific quality goals can be assessed and rewarded 
(Hackman and Wageman, 1995). TQM implementation relies increasingly 
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on performance measurement and performance contingent rewards to 
motivate- and control employees. According to the review results by 
Hackman and Wageman (1995), 85% of TQM firms have developed 
programs to reward individuals and teams for quality achievements. 
DuBrin (1995) stated that punishment is a behavior modification 
strategy. Punishment is the presentation of an undesirable consequence or the 
removal of a desirable consequence because of unacceptable behavior, and is 
regarded as negative motivator. DuBrin (1995) further proposed that a 
reward and recognition system should be equitable. Workers who achieve the 
same level of performance should receive comparable rewards. Similarly, 
workers who fail to obtain certain levels of performance should receive 
comparable punishment. In this regard, punishment is a special recognition 
and "reward" for employees who do not perform well. It is important to note 
that employees' recognition and rewards should be based on equity. 
Effective recognition and reward activities can stimulate employee 
commitment to the firm. 
A firm's TQM initiative must be supported with a recognition and 
reward system that encourages and motivates employees to achieve the 
desired performance. Firms that are serious about achieving quality and 
customer satisfaction must integrate these aspects into their recognition and 
reward system. Ishikawa (1985) suggested that firm-wide gain-sharing or 
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profit-sharing programs can appropriately be used to recognize and reward 
collective excellence. Excellent employee suggestions should be financially 
rewarded in order to encourage employee participation. The forms of 
recognition can be a praise letter, an oral praise, award ceremony, moral 
award, publicly presenting successful working experiences (Zhang, 2000a)> 
Maim and Kehoe (1994) suggested that working condition improvement be 
used to recognize employee quality improvement efforts. Cherrington (1995) 
stated that the forms of reward can be merit pay, piece-rate incentives, team 
and group incentives, skill-based pay and pay-for-knowledge, suggestion 
system, profit sharing, salary increase, and bonus scheme. 
Education and Training 
Training refers to the acquisition of specific skills or knowledge. 
Training programs attempt to teach employees how to perform particular 
activities or a specific job. Education, on the other hand, is much more 
general, and attempts to provide employees with general knowledge that can 
be applied in many different settings (Cherrington, 1995). Cherrington 
suggested that education and training require a systematic approach. The 
development of a sound education and training program requires 
systematically gathering data about the employees' or the firm's needs. A 
good assessment includes an analysis of: How well the firm is achieving its 
goals; the skills needed by the workforce to accomplish these goals; and the 
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strengths and weaknesses of the current workforce. A careful analysis of 
these items provides valuable information to design__ f^fective training 
activities. Investment in education and training is vitally important for 
ensuring the success of education and training programs. 
According to Hackman and Wageman (1995), training is the second 
most commonly used TQM implementation practice in the United States. 
Firms that implement TQM invest heavily in training for employees at 
different levels. Deming (1986) spoke often of the importance of properly 
training workers in performing their work. Otherwise, it is difficult to 
improve their work. 
The cross-functional quality teams among the characteristics of TQM 
firms stack the cards in favor of learning by the simple fact that they are 
cross-functional; individual members are exposed to more, and more diverse, 
points of view than would be the case if they worked mostly by themselves 
or in within-fiinctional teams (Hackman and Wageman, 1995). 
Learning is the ability and willingness of the firm to engage in 
learning or knowledge seeking activities at the individual, group or team, and 
organizational levels (Anderson et al., 1994a). In order to have effective 
learning activities, a firm should continually encourage employees to accept 
education and training. 
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The TQM aspiration of continuous improvement in meeting customer 
requirements is supported by_ a thorough learning orientation, including 
substantial investments in training and the widespread use of statistical and 
interpersonal techniques designed to promote individual and team learning 
(Hackman and Wageman, 1995). According to Deming (1986), Japanese 
firms obviously regard their employees as their most significant competitive 
assets and provide good general orientation as well as training in specific 
skills. Note that investment in employee education and training is to pursue 
long-term overall business excellence. In fact, employees are valuable 
resources worthy of receiving education and training throughout their career 
development. 
Ishikawa (1985) advocated that employees accept training for the 
seven QC tools. According to Feigenbaum (1991), a brief and general course 
for first-line supervision is modem methods of planning and controlling 
quality, concentrating essentially upon the physical elements affecting 
product quality. In order to use various quality tools or methods effectively, 
employees should be trained in these methods. More training should be given 
to employees such as quality inspectors, supervisors, and production 
operators. It is important to provide training to employees just at the time 
they need it; namely, just-in-time training. 
179 
In order to perform their work well, employees at different levels 
should accept specific work-skills training. Such training can improve 
employees' skills. In addition, employees should accept quality 
consciousness education in order to improve their commitment to quality. 
Newly recruited employees should accept more education on quality 
awareness. 
Newsletter, poster slogan, and quality day are commonly used for 
educating and/or training employees (Zhang, 2000a). Education and training 
have failed if they do not result in a change of behavior (Juran and Gryna, 
1993). 
Customer Focus 
Customer focus can be defined as the degree to which a firm 
continuously satisfies customer needs and expectations. A successfiil firm 
recognizes the need to put the customer first in every decision made (Philips 
Quality, 1995). The key to quality management is maintaining a close 
relationship with the customer in order to fully determine the customer's 
needs, as well as to receive feedback on the extent to which those needs are 
being met. The customer should be closely involved in the product design 
and development process, with input at every stage; so that there is less 
likelihood of quality problems once full production begins (Flynn et al.. 
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1994). Deming (1986) suggested that the customer is the most important part 
of the production line; product should be aimed at the needs of the customer. 
Obtaining customer complaint information is to seek opportunities to 
improve product and service quality. Quality complaints have different 
problems that require different actions. Based on customer complaint 
information, it is important to identify the "vital few" serious complaints that 
demand in-depth study in order to discover the basic causes and to remedy 
those causes (Juran and Gryna, 1993). To improve customer focus efforts, 
customer complaints should therefore be treated with top priority. Records 
and analyses of customer complaint reports from the field furnish useful 
product-control information. Such information reflects the effectiveness of 
control programs and highlights those nonconformities upon which more 
aggressive corrective action must be initiated (Feigenbaum, 1991). 
Obtaining customer satisfaction information is essential for pursuing 
customer focus efforts. Intensive examination of finished products from the 
viewpoint of the customer can be a usefiil predictor of customer satisfaction. 
Such information includes data on field failures and service-call rates, and 
analysis and reporting of customer attitude trends regarding product quality. 
Such infonnation is valuable for new product development (Feigenbaum, 
1991). The results of customer satisfaction surveys can be used to take 
immediate action on customer complaints, identify problems requiring 
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generic corrective action, and provide a quantitative measurement of 
customer satisfaction ^ (Juran and Gryna,1993). Custorner satisfaction may 
very well predict the fiiture success or failure of a firm (Kanji and Asher, 
1993). Thus, it is very important to find customer satisfaction and perception 
of quality. The insights gained can clearly help the firm improve quality. 
In-depth marketing research can identify suddenly arising customer 
needs. The attainment of quality requires the performance of a wide variety 
of identification activities of quality tasks such as the study of customers' 
quality needs, design review, and field complaint analysis (Juran and Gryna, 
1993). To achieve quality, it is essential to know what customers need and 
provide products that meet their requirements (Ishikawa, 1985). According to 
the review results from Hackman and Wageman (1995), obtaining data about 
customers is one of the most commonly used TQM implementation 
practices. Deming (1986) suggested that firms understand what the customer 
needs and wishes now and in the fiiture, so that products and services can be 
designed to satisfy those needs and wishes. 
In order to pursue customer focus, firms should always provide 
warranties on their products sold to customers. Thus, customers will reduce 
their risk in buying products. In addition, firms should pay sufficient 
attention to customer services. In a word, pursuing customer focus efforts 
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should be a long-term business strategy; it is never ending (Juran and Gryna, 
1993). 
Variable of Interest: TQM Implementation (TQM) 
The TQM implementation variable measures the extent to which a 
firm is actually practicing the TQM philosophy. The variable is expressed as 
a percentage of total possible TQM implementation, and calculated using the 
responses to the management practices questions from the survey. 
The survey response for each question is multiplied times its 
respective percentage and the percentages for each construct are added to 
calculate a total TQM implementation score. Since each construct is given 
equal weight, the highest possible score at this point is 790%. Then each 
firm's score is converted to a percentage of 100%, which is used as the TQM 
Implementation variable. 
4.4 Survey Procedure and Results 
The following sections describe the tools and techniques, and the 
research instruments adopted for data collection and analysis. 
4.4.1 Data collection and analysis 
The researcher has used two questioimaires to obtain information on: 
1. Extent of the organizations quality involvement; 
2. Use of TQM philosophy, tools and techniques to deliver service 
quality (reasons for implementation of a Quality Management 
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process and their importance; implementation barriers, critical 
success factors of TQM and their ranking; and indication of 
quality performance and organizational performance.) 
Many such researches have been conducted in the United States of 
America with varying degree of success. The prominent amongst these being 
the landmark study conducted by Tom Peters and Waterman. A number of 
research instruments have been developed with different context and settings 
but all the instruments used in such studies are validated and reliable 
instruments. 
The present study also uses a validated and reliable research 
instrument developed by Zhihai Zhang (Zhang, 1999).The Instrument used 
has been slightly modified to suit the current research but in no way dilutes 
what the researcher is trying to measure. 
This instrument can be used to elicit data about the different TQM 
constructs/ variables. Analysis of data so collected can help in identifying the 
extent of TQM implementation in an organization. Data analysis can either 
be quantitative or qualitative depending upon the objectives of the study. 
Altogether there are seventy-nine questions included in the 
questionnaire. Although the questionnaire is quite lengthy, the types of 
response sought are mostly single or multiple responses. 
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The questionnaire was mailed and a cover letter was included to 
explain the purpose of the research, how the respondents were selected, and 
how they would benefit from the survey. The researcher also ascertained that 
the research results will be reported in aggregate only and that the anonymity 
of the respondents is guaranteed. 
Before data were analyzed, they underwent several pre-analysis 
including error check and data editing. The most common errors are non-
response. Non-response is ignored from computation. In the selection of 
service organizations choices have been made as research on a topical 
subject, like the present one, has to be undertaken in an arbitrary boundary. 
It must be realized that one cannot study everything related to the 
problem due to constraints of time. Therefore, a workable limit is essential 
prior to the collection of data. The fixation of a limited number of 
organizations was done to prevent empirical anarchy. 
The service organizations were chosen from Businessworld's, 
India's Most respected companies(Businessworld, 2001). Two segments 
which were chosen which can be broadly classified as services and financial 
services sectors. The sector wise name and rank of the firms are shown 
below: 
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Financial services: 
Organization ~ 
Citibank 
HDPC Bank 
ICICI Bank 
inchart Gnndlays 
SBI 
HSBC 
IDBI 
Lie 
UTI 
Kotak 
Mahmdra 
Rank 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
Overall 
quality 
8 03 
7 88 
7 58 
7 48 
6 93 
7 38 
7 40 
6 39 
6 41 
6 75 
Quality of 
services 
7 94 
7 88 
7 77 
7 04 
6 71 
7 50 
7 00 
6 61 
6 82 
6 65 
Believes in customer 
satisfaction 
7 94 
771 
7 87 
7 37 
6 82 
7 46 
6 85 
6 52 
6 64 
6 75 
Continuous 
innovation 
7 76 
7 65 
7 61 
6 85 
6 36 
7 08 
6 65 
5 78 
6 59 
6 9 
Record of steady 
corporate 
performance 
7 41 
741 
7 32 
6 85 
7 04 
671 
6 70 
6 52 
6 27 
6 10 
(Source Adapted from "India's most admired companies, Busmessworld, 21 September, 2001) 
General Services: 
Organization 
Jet Airways 
Indian Hotels 
EIH 
McDonald's 
Domino's 
Shopper's Stop 
Sahara Airlines 
Music World 
Indian Airlines 
Air India 
Rank 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
Overall 
quality 
8 35 
8 19 
831 
8 05 
717 
7 45 
7 38 
7 13 
6 87 
6 00 
Quality of 
services 
7 93 J 
7 89 
8 08 
7 59 
7 17 
7 05 
6 94 
6 80 
6 93 
5 71 
Customer 
satisfaction 
8 07 
8 00 
7 96 
7 86 
7 29 
7 05 
7 13 
6 80 
6 73 
5 94 
Continuous 
Innovation 
7 54 
7 63 
7 35 
7 50 
7 33 
7 29 
681 
6 20 
5 87 
5 59 
Record of steady 
corporate 
performance 
7 42 
7 70 
7 46 
7 32 
7 00 
6 76 
6 56 
6 33 
6 33 
5 71 
(Source Adapted from "India's most admired companies, Busmessworld, 21 September, 2001) 
The first survey mailing included all the 20 service organizations. A 
personalized letter accompanied each survey mail/email and the respondents 
were assured that confidentiality would be maintained. As an incentive to 
respondents, they were told that they would be mailed the Report that 
provided aggregate information from the study. Reminder postcards/e-mail 
were mailed out approximately three weeks after the first mailing Another 
letter and copy of the survey questionnaire were mailed to non-respondents 
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six weeks later. A final reminder postcard/e-mail was mailed two weeks 
following the second survey mailing. 
In order to reach the research objectives and answer the research 
questions, the study was divided into two parts and the following strategies 
for collecting data were adopted: 
Phase I: A questionnaire based survey instrument was used to find out the 
level of TQM implementation in the organizations. The instrument used is a 
validated research instrument developed Zhihai Zhang (Zhang, 1999). 
Targeted respondents are high-ranking executives, holding titles such 
as Chief Executive Officer, Vice President, Country Managers, Managing 
Directors, President, etc. 
The questionnaires were sent to 20 service firms in the New Delhi 
region. Finally, 13 questionnaires were returned, with a response rate of 
approximately 65%. The information obtained from the questionnaire survey 
was used mainly in identifying as to whether these service organizations 
have a management system based on Total Quality Management or some 
other management system is present in these service organizations. 
Once the questionnaires were received and analyzed it was clear that 
most of the firms were implementing TQM formally or informally or had a 
management system in place which was very similar to TQM. 
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Phase II: Once it was clear that these service organizations were using 
TQM the nextjogical step was t^o find out or identify how these ..firms were 
using TQM philosophy, tools and techniques to deliver service quality. An 
open ended questionnaire based on the Baldrige criteria for corporate 
excellence was mailed to all the respondents of the first phase who had 
returned the earlier questionnaire duly filled in. 
The information obtained from these open ended questionnaire was 
used in developing case studies as the chosen organizations were from 
various industries like financial services, banking, hotels, airlines etc., which 
meant that practices across various industries might not be the same. 
Moreover even if they are using the same set of principles the focus or 
implementation may vary. 
Secondly information obtained from these open ended questionnaires 
in conjunction with secondary data was used in developing the service 
quality model. The findings from the questionnaire survey was interpreted 
and analyzed with the help of checklist generated by an extensive and 
thorough study of the literature and other research instruments. 
The results obtained from the three open ended questiormaire were 
used to interpret the research findings, which have a number of practical 
implications. First, the organizations that have a superior business 
performance and service quality are implementing TQM and implementing 
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TQM does payoff. Second, leadership and top management commitment to 
service quality is the one of the most factors in determining the succe_ss of 
organizational overall business performance. In other vi^ ords, without strong 
leadership and top management commitment, it is impossible for the firm to 
achieve good overall business performance. Third, the research findings can 
imply that it is not necessary for all TQM elements to be present to ensure 
the success of the TQM programs and overall business performance. In other 
words, even if a few elements are not present, it is still possible to obtain the 
required level of overall business performance. 
Based on the existing TQM literature, the three open ended 
questiormaire which were returned duly filled in, and the findings from the 
questioimaire survey, a service quality model was developed for Indian 
service firms. Secondary data was used to fill in the gaps. The model 
consists of a framework of TQM, a set of implementation practices. This 
model shows that the application of these TQM practices in combination can 
lead to improvements in overall business performance. 
It should be noted here that there is no single or best way of 
implementing this service quality model. Firms are different in terms of their 
people, culture, history, goals, structure, products, services, technologies, 
processes, and operating environments. Therefore, they should combine their 
uniqueness with this model and consequently develop their own ways to 
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excellence. Thus, firms can optimize the use of this model by blending with 
it and applying it to their own situations. Thus, their own methods can better 
suit their situations. Implementing and improving the service quality model 
is a never-ending process. Investing in service quality model often implies a 
choice for a long-term effort that requires a great deal of energy, 
management attention, money, patience, and tenacity. 
Although this model is initially developed for service sector firms in 
India, firms in other countries also can use it as reference, since the existing 
quality management knowledge was used extensively to develop this model. 
Therefore, many principles and practices presented in this model can be used 
for firms in other countries. However, some practices are particularly 
applicable to Indian service organizations, and may not be so to firms in 
other countries. It should be noted that there are many types of firms in terms 
of ownership in India. Additionally, different firms are involved in different 
businesses. Some practices presented in the model cannot be applicable to all 
kinds of Indian firms. 
Therefore, they must tailor some practices to meet their own specific 
requirements. Although this model was initially developed for Indian service 
firms, it is hoped that it can also be helpful for public sector service 
organizations in India. This is due to the fact that the basic philosophy of 
TQM is applicable to any type of organization. It is not surprising that some 
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principles and practices presented in the model are the key to the success of 
any organizationv That is not to say, however, that they are a panacea or can 
be implemented without attention to specific circumstances and 
characteristics. 
Finally, it is necessary to review this study in the light of the five 
research questions. The first question, "What is TQM and its role in 
delivering service quality?" was answered on the basis of the extensive 
literature review. The defined concept of TQM was used throughout this 
study, which laid a solid foundation for conducting this research. The second 
question, "What is the linkage between TQM and corporate performance?" 
was also answered on the basis of the extensive literature review. The third 
question, "Whether the high performing service firms in India were 
implementing TQM?" was answered using the data from 13 Indian service 
firms. The effects of TQM implementation and different TQM constructs 
were identified. The fourth question, "How TQM is being used in Indian 
service organizations to deliver service quality?" was answered by 
developing case studies on service organizations. The fifth question, "What 
kind of service quality model should be developed in order to guide Indian 
service organizations for achieving high powered corporate performance?" 
was answered by developing a service quality model, which combined the 
existing TQM theory, the questionnaire survey findings, and the case studies. 
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4.5 Research Evaluation 
Finally it.is necessary to evaluate the research in terms problems in 
data collection, limitations of the research and the researcher, and fliture 
research directions. The following sections throw light on the above in detail. 
4.5.1 Problems in Data Collection 
The study relies heavily on both primary and secondary data. The 
researcher encountered heavy difficulty in data collection. Originally the 
researcher had planned to develop case studies on different constituents of 
the service sector taking one model organization as the case. But the plan had 
to be shelved due to lack of response from many Chief Executives and 
General Managers of the selected firms. Moreover relevant secondary data 
was not always available to fill in the gaps or to develop case studies. 
The researcher had to mobilize his industry contacts to get the 
questionnaires filled and completed. In the first stage of the study the 
questionnaire was simple to fill and less time consuming therefore not much 
perusal and persuasion was required. 
But the second stage of the study required filling an open-ended 
questionnaire that was quite exhaustive, involved extensive details and 
sometimes propriety information. Most of the respondents were unwilling to 
go through such an exercise as they could not spare the time being involved 
in the affairs of the firm. Once again industry contacts came to the rescue of 
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the researcher and relevant information could be obtained. The researcher 
was, surprised that in many cases the senior executives could only offer 
annual company reports. 
This researcher has come to the conclusion that until a researcher in 
India receives an opportunity for an open ended exploratory research; 
research in management will continue to rely on several methodologies. In 
other words there was neither a disincentive to engage into research nor a 
specific incentive built into the institutional frame. 
The use of secondary data too was not devoid of its pitfalls, which at 
times gives rise to unanticipated difficulties in the process of research. The 
experience of the researcher proves that the information base in the country 
is weak and there exist information barriers. At times there is little 
information to work on. The researcher also faced problems in gaining 
access to certain in-house reference of the organizations, which are the 
subject of the study. 
Within the limits of these constraints, the researcher made every 
possible effort in collecting a large amount of information. Those who have 
worked on raw information would readily appreciate that some inexactness 
invariably creeps in any aggregation or rearrangement of data. 
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Moreover selection of themes and methodologies of research in 
management need to be governed, by the basic consideration that 
management research should be relevant to management problems in India. 
Research in service quality systems, must, therefore strive to generate 
knowledge that will help Indian service organizations develop service quality 
systems or high powered corporate performance. However non-cooperation 
of top management seems to be the major reason responsible for lack of 
research in this area. 
4.5.2 Research Limitations 
All studies have limitations, and this research is no exception, 
therefore, it is necessary to evaluate this study in the context of its 
limitations. First, data came from only 20 service firms. Second, it is 
assumed that the respondents were well acquainted with the extent of use of 
TQM practices, were able to answer for the firm as a whole, and answered 
truthfully. Although the targeted respondents were top executives with 
knowledge of TQM and other strategic initiative use, it is possible that their 
responses do not represent actual company practices. 
Third, the reliability of the survey instrument could be improved to 
assure better information in the future. There is no perfect survey instrument, 
but additional questions defining the constructs could possibly improve the 
reliability of the survey document. In addition, this research could be 
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improved by obtaining a higher response rate. Great importance was placed 
on making this survey- as short as possible since .the population selected is 
inundated with requests for information and has been surveyed many times. 
Without significant additional expenditures of time and money, it was 
believed that the only way to obtain a reasonable response rate was to keep 
the survey to a minimum. 
Lastly, this research is limited to the service sector, while TQM 
claims to provide benefits for all organizations. Research into the association 
of TQM with improved financial performance in manufacturing industries, 
public utilities and non-for-profit organizations would be highly beneficial. 
The measure of perceived employee participation in particular is 
relatively weak, because it asked respondents for their general perception of 
employee satisfaction in their respective firms. Due to the secondary nature 
of the data, it cannot conclude that asking ahemative sources is equivalent to 
asking the individuals directly about their job satisfaction. Thus, research 
findings might have been biased. Second, customer satisfaction data were 
obtained from respondents rather than customers. Due to the secondary 
nature of the customer satisfaction data used in this study, the data would not 
be very reliable and the research findings might have been biased to a certain 
degree. Finally, another weakness of this research was the issue of the 
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common method variance. In each firm, only one respondent filled in the 
questionnaire. 
Limited to three Companies: The model that has been developed is based on 
the findings of the three organizations, which had returned the questionnaire 
duly filled in. Because of the duration of the course is time bound, the 
present study has been restricted to a manageable limit both by choice and 
circumstances. 
Time bound: As mentioned above the duration of the course is time bound 
and the researcher is expected to complete the study within the prescribed 
time limit. This led to putting an arbitrary limit on the scope of the study. 
Cost Limitations: Research has increasingly become cost-intensive which 
puts innumerous constraints on the study. 
Had these limitations not been there, further efforts could have been 
made for improving the research study. However, these constraints are 
common to any research study. 
4.6 Future Research Perspectives 
In an exploratory study such as this, recommendations for future 
research would address the issues generated from this study. Based on these 
findings, future research may start fi-om a relatively higher level of 
knowledge. First, a replication of this study would be helpful in reexamining 
the validity of its findings. Further empirical studies using larger sample 
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sizes, greater geographical diversity, and firm type diversity would be 
helpful in validating specific parts of the theoretical inodels proposed in this 
study. Second, subsequent research needs to be engaged in the development 
of more valid and reliable operational definitions for the proposed constructs, 
overcoming the limitations posed by the data source used in this study. 
For example, more categories could be developed in order to score 
the responses for supplier quality management. The data of employee and 
customer satisfaction would be obtained from employees and customers, 
respectively, rather than from respondents. Third, the relationships found in 
this study would be investigated in different countries to test whether they go 
in the same or different directions. Fourth, a set of longitudinal studies would 
be very valuable in studying the time dimension of TQM implementation. 
Fifth, more structured interviews would be conducted in different kinds of 
Indian service firms in order to continuously improve the TQM 
implementation model. Thus, the model could better meet the requirements 
of different Indian industries. 
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Chapter 5 
Analysis and Interpretation 
Chapter 5 
ANALYSIS AND INTERPRETATION 
5.1 Introduction: 
In this study a research questionnaire was developed and used to 
obtain empirical data from service organisations in order to find out whether 
these firms were implementing Total Quality Management or had practices 
which were similar to Total Quality Management. In this study two types of 
questioimaires were used, the first instrument was used to measure TQM 
implementation, while the second open ended questionnaire was used to 
obtain information as to how these firms were delivering superior service 
quality. 
The theoretical nature of this study implies that the data cannot be 
subjected to the rigors of statistical analysis. Hence a formal and subjective 
yet rational and logical method of analyses has been adopted more so 
because the study calls for an understanding and appraisal of the strategic 
aspect of service quality management. 
Analyses Phase I: In the first part of the analyses, responses from the 
13 service organizations, based on the survey instrument have been analyzed 
to answer the question whether Indian service organizations are 
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implementing a management system based on TQM or contain elements of 
TQM either formally or informally. The researcher had the option of 
choosing either a subjective criterion for analysis or a mathematical one. The 
mathematical criterion of evaluation was chosen for the first phase as it best 
serves the purpose because in a study which is exploratory in nature and a 
phenomenon is under study, flexible data collection and analyses can provide 
results (Punch, 2000). 
As stated earlier implementing TQM implies implementing TQM 
constructs and a set of practices. Cumulative scores for each construct have 
been obtained which have been aggregated to present the total score for all 
the 11 constructs. The total score has been divided by the total possible score 
to obtain a percentage score which provides an idea of the level of TQM 
implementation. A very high percentage implies extensive TQM 
implementation in that organization. It must be noted that not all firms are 
implementing all TQM constructs and set of practices. Any score that is 
above fifty percent indicates a substantive presence of TQM practices 
(Zhang, 2000). 
Analyses Phase II; In the second phase of analyses the responses 
from the open ended questionnaire survey based on Malcolm Baldrige 
National Quality Awards (MBQNA) criteria for business excellence have 
been used to develop case studies. The cases begin with a brief corporate 
199 
profile of three company's e.g. Citibank; Jet Airways and Eastern India 
Hotels followed by the business excellence categories where company wise 
analyses is being presented. Later on the results have been consolidated on 
the basis of company analyses. 
Prior to proceeding for the analyses it is pertinent to mention again 
that the business excellence model chosen is only the major one chosen for 
the service sector. And it may also be simultaneously mentioned that the 
categories business excellence model for this research study are in no way 
the only set of factor that affects the performance of the organization. 
A host of other environmental factor like social, political, legal 
cultural etc. and other operating factors like customers, suppliers, potential 
entrants etc. may be acting in isolation or in concert with other factors-and 
affecting the performance of the organization. In short there exist several 
imponderables in the business enviromnent, the study of which is not 
feasible in a single research study. 
Extent of TQM implementation in the above mentioned organizations 
can be gauged from their percentage scores. It becomes very clear at this 
point that commitment to quality practices is moderate as far as State Bank 
of India is concerned while on the other hand Citibank demonstrates a very 
high commitment to quality practices and its implementation. 
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Organization 
SBI 
Stanchart Grindlays 
IDBI 
HDFC Bank 
ICICI Bank 
HSBC 
Kotak Mahindra 
McDonald's 
Sliopper's Stop 
Indian Hotels 
EIH 
Jet Airways 
Citibank 
Total Score 
(395) 
181 
248 
263 
268 
270 
268 
269 
282 
284 
312 
320 
332 
356 
Percentage Score 
45 
63 
66 
68 
68 
68 
68 
71 
72 
79 
81 
84 
90 
Table 3: Extent of TQM Implementation in Organizations 
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Case Study I-Jet Airways 
Corporate Profile: 
Jet Airways is the biggest success story in the Indian aviation 
industry and one of the fastest growing airlines in the world. It began its 
operations with the mission of becoming the most preferred domestic 
airline in the country. Today, it is widely recognized as "India's Best and 
world-class Domestic Airline". 
On May 5, 1993, Jet Airways was set up with the objective of 
becoming the most preferred domestic airline in the country by providing 
high quality and reliable air travel in India. A very high percentage of the 
Indian domestic air traffic comprised business travelers. Therefore, Jet's 
focus from the very beginning was to emerge as the "Businessman's 
Preferred Airline". This led to a product and service design that aimed at 
world class norms in professional service and efficiency, beginning with 
the choice of aircraft itself 
Jet's operations began with a fleet of four Modem Generation 
Boeing 737-300 aircraft. Operation of these aircraft marked the first time 
they had flown Indian skies. Since its commencement, it has achieved the 
status of the largest private domestic airline in India. The figures speak 
for themselves - from 4 aircraft in 1993-94 to 41 aircraft in February 
2003; from 12 destinations in 1993-94 to 41 destinations in February 
2003; from 24 daily flights in 1993-94 to over 250 flights in February 
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2003. In the process, it has carved out a market share of over 46% 
estimated for the year 2002-2003). 
Jet's emphasis on technology and on time performance is one of 
the key factors of its spectacular success. It flies Modem and Next 
Generation aircraft and maintains a young aircraft fleet (with an average 
age of 3 years as on March 2003), making it one of the youngest fleet in 
the world. Jet also prides it selves on having an unbeatable record of on-
time flights and providing world-class frequent flyer benefits to its 
customers, through its alliances with British Airways, KLM Royal Dutch 
Airlines and Northwest Airlines. 
It strives to provide service of the highest standard to its 
customers, both on ground and in-flight. Jet Airways is one of the few 
airlines in the world to receive the ISO 9001 certification for its in-flight 
services. Due to its commitment towards service quality it has been 
awarded numerous quality awards. 
Apart from the various innovations launched by us in the history 
of Indian aviation. Jet Airways also continue to be a responsible 
corporate citizen. At Jet Airways, the goal is not simply commercial 
success, but social responsibility. It is associated with various social 
causes. From 1997, it has been able to raise a considerable amount of 
money for 'Save the Children India', an NGO that is working towards 
helping underprivileged children and more recently helping in the relief 
operations atBhuj. 
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1. Top Management Commitment and Leadership: 
Jet Airways' vision is to become "An Airline of Excellence", 
which can-easily be compared to any foreign airliner, offering the very 
best to its passengers in terms of safety, comfort, service and punctuality. 
Its credo is simple: There is nothing like perfection in delivering service. 
It can always be improved. Therefore, nothing is small enough. This 
message comes right from the top. At Jet Airways' the chairman's 
interest in quality is legendary; if he finds' anything wrong- a cushion 
missing, some spillage, a head cloth missing, or fingerprints on the 
overhead storage space- he is not chary about giving his feedback 
directly. Quality for Jet Airways' means quality for both external and 
internal customers. 
The top management believes that there will always be things that 
need improvement. What appears okay on the surface may not be so 
when one looks closer. For the past three years the airline has been on a 
mission to redefine the quality standards it had set for itself To make Jet 
Airways' one of the leading standard bearers for the airline industry in 
terms of safety, efficiency and quaUty of service. The current quality 
standards, their measurement and procedures are a byproduct of its 
mission statement. The top management feels that ultimately it is the 
quality of service that distinguishes Jet Airways' from other airlines. Jets' 
prime objective is customer satisfaction and to be one step ahead to 
provide the best, and to be perceived as a world class airline. 
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In addition, top management has refocused its goal on creating a 
customer-driven and quality-oriented culture in the launching of the 
company-wide service excellence programme. The programme is an 
extension of Total Quality Management to provide a clear focus on 
customer requirements at the heart of business processes at Jet Airways' 
and to create a quality service culture through internal communications 
and human relations management practices which can firmly reflect the 
importance the company places on good customer service. 
The Chairman stresses that in any organization there are four 
areas within the paradigm of Total Quality which emphasize continuous 
improvement which need to be addressed: 
/. The individual in an organization: it has been said that the key 
to creating a Total Quality organization is first to create a Total Quality 
person who uses a true-north compass that is objective. This compass is 
used to find and focus on the organization's future direction. 
2. Managerial effectiveness: This is basically to nurture a win-win 
partnership between the individual and the organization, and between the 
organization and its customers. 
3. Organizational productivity: For which quality should be seen 
to start from the top. The leadership of the organization must be 
intimately involved to see that the quality paradigm is planted into the 
minds and hearts of all staff. 
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4. The non-human side of the organization: in terms of 
equipment, facilities, processes and systems; these also contribute to the 
customers' impression about the'type of quahty to expect of the company. 
The top management feels that service quality excellence is a 
philosophy, a paradigm of continuous improvement which is not the 
programme of the company but the philosophy and value of everyone in 
the company. Which can be summed up as: "It has been said that Quality 
will give an individual or organization a long-term competitive 
advantage. And if it is in the character of the individual and in the culture 
of the organization, it cannot be duplicated by anyone." 
While setting the right corporate culture is crucial to achieving 
good service quality through internal communication processes to 
motivate employees and to ensure that the company's aspirations are well 
understood by everyone, there is a nee also to communicate externally to 
ensure that customers understand what the company is offering in terms 
of service, to manage their expectations and to persuade them to buy their 
service. 
This external communication process forms an important part of 
managing the evidence by providing tangible clues to help customers, as 
well as employees, form the right mental picture of the intangible service 
offered by Jet Airways'. An example is in advertisements which feature 
employees to show to customers the importance of service through 
people, but advertising is only one of the ways in which external 
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communications can help to improve the customer's perception of quality 
service. 
2. Strategic Planning: 
This strategy has lately been reinforced by a comprehensive 
review of the company's business processes so as to align the people and 
systems components of the business process with the customer-driven 
strategy. 
The service quality strategy addresses two main thrusts. 
• To reinforce the Total Quality philosophy in the Jet Airways' 
service culture through the springboard of TQM. The philosophy 
embraces the concept of "quality in everything we do", including 
decision-making, work processes, work environment, teamwork 
and so on. 
• To improve customers' perceived quality of Jet Airways'. This 
covers both the technical and functional aspects of its service 
offerings. 
Conscious efforts are being made to reinforce the customer-driven 
focus and quality-orientation conveyed in top management's vision for 
excellence to all employees. The service excellence programme forms the 
main vehicle for company-wide definition and understanding of the 
shared values through top-down communication as exemphfied in the 
management speeches at service excellence conventions, as well as 
bottom-up communication of departmental missions and quality 
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improvement projects to the service excellence council chaired by the 
Chairman or General Manager: Service Quality and Customer Relations 
from time to time. 
Values are also shared through other internal communications 
processes such as the in-house newsletter, by way of reports on the 
progress of service initiatives and to publicize the achievements of 
employees who have provided excellent service to customers. The in-
house newsletter also features a column written by the Chairman or GM 
which serves as a regular reminder to all employees on examples 
regarding the right way to satisfy customers and to provide top-quality 
service. External speakers are also invited from top-quality organizations 
to share their experiences on service quality with the employees from 
time to time. 
To help employees understand better what is expected of them in 
terms of serving customers, training programmes have been conducted 
for employees at all levels to educate them on what quality customer 
service is at Jet Airways' and on basic service standards such as 
telephone etiquette and handling customer complaints. Employees have 
also passed through the Quality Improvement Team (QIT) training 
programmes under the service excellence project, and employees have 
taken the initiative to form cross-functional action teams to identify 
specific problems in quality or service in their working environment and 
to propose solutions to management. These action teams' help to promote 
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a quality culture in the company by inculcating cross-functional 
improvement processes which make quality customer service an ongoing 
agenda in the company. 
It is believed at Jet Airways' that the more the service quality 
issue is discussed within the company, the greater the understanding will 
be of what it means in the day-to-day working environment of the 
employees and the better the company will be in achieving it. It is still a 
long way from saying that the service excellence quality customer service 
approach has been completely integrated into the company, but there is 
clearly a significant transformation of the corporate culture that is 
becoming more customer driven and quality oriented. 
3. Customer and Market Focus: 
By managing the tangibles associated with the service experience, 
marketers have the opportunity to reinforce other service quality 
dimensions with a quality look - not necessarily by looking expensive or 
elegant but by paying attention to basics such as cleanliness, orderliness 
and customer-friendly systems to the extent that such tangible evidence is 
appropriate to the target market and overall service strategy. This means 
attention to the smallest detail that competitors might consider trivial and 
unworthy of investment. Yet, it is the visible details that can add up for 
customers and signal a strong message of caring and competence. 
Jet Airways' experience in presenting a quality look as a 
component of its service quality strategy extends through many areas in 
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the physical environment of the airline, including the decor of its front-
office ticketing counters, its counters at the airports, the cabin interior of 
its aircraft, the uniforms of its cabin crew and other frontline staff, the 
presentation of in-flight meals, the appearance of our check-in counters, 
and so on. 
The Indian customer has traveled a lot and is familiar with foreign 
airlines. This means providing international standards on a domestic 
airline. But customer satisfaction also means attending to customers on 
the ground. Thus Jet Airways has appointed a floor walker, now 
designated queue manager to keep an eye on how customers are served at 
the airport. 
The floor walker monitors the entire gamut of services ranging 
from attitude of staff, appearance of counters and assistance with baggage 
and queue management. Employees consider this to be self-assessment 
and the exercise is undertaken in order to see how they perceive 
themselves. 
This was one lesson learnt from discreet observations at the 
counters. A passenger was late in catching his flight. When he reached 
the security gate a polite Jet Airways' official informed him that he had 
missed the flight. Now, airline officials are taught to be polite and smile 
to the passengers. But in this case a smile was inappropriate since a 
passenger missing a flight might get irritated at excessive smiling when 
the need was of empathetic listening. This feedback from a Jet staffer was 
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useful in helping counter staff realize that different situation require 
different responses. 
Soft issues like these sometimes make a difference to the 
customer. But just in case anything has been missed, Jet Airways' makes 
it a point to seek feedbacks regularly from passengers. From the very 
beginning, it has been offering service monitoring questionnaires (SMQ) 
for passengers to fill out during the flight. 
Passengers are asked to rate Jet on issues ranging from 
accessibility at the airport to the cabin crew behavior, food and the 
overall experience of flying Jet. These questionnaires are mandatory on 
every flight. Not only is the staff encouraged to proactively distribute the 
forms, it is also announced on the overhead speakers. These responses are 
analyzed to raise the quality standards. 
Although most of the ratings received tend to be good or 
excellent, the airline asks its staff to improve on ratings periodically. If 
the crew gets 60% excellent rating in one area they are asked to improve 
it to 70% the next time. 
The quality department says that the bulk of complaints pertain to 
airport services. In fact, the top five customer complaints account for 32 
percent of the total complaints received by the airlines. These include 
attitude of the staff and handling of situations, rescheduling flights due to 
weather conditions or unavoidable delays, travel agents and ticketing 
problems, baggage related issues, and food. 
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Food is one area the airline decided it could not afford to lose out 
on. To provide a first class feel, the business traveler on Jet has been 
getting plated service for quite some time now. This meant that instead of 
the earlier packaged meal, which had the main course and desert on tray, 
he now gets his two (breakfast) to three courses (lunch and dinner) 
dressed to perfection in Noritake crockery. Until six months ago. Jet used 
to source crockery from a local manufacturer. 
In the case of the quality of meals served, this pertained mainly to 
the condition and appearance of the food at the point of service rather 
than the type of food served on board. Jet Airways' was ranked top on 
quaUty of meals served in terms of the meals being served in the best 
condition, that is the food served was fresh and appealing and retained a 
good flavor and appearance. 
Continuous improvements are being made to the in-flight menu, 
in keeping with the new menu policy (started last year) to increase the 
cycle of change to meet the changing needs and expectations of 
customers, based on feedback from voyage reports and passengers. This 
new policy creates better flexibility in customizing to the different tastes 
and preferences of the passengers by offering a greater variety of meal 
combinations, a more extensive range of appetizers, and creative food 
preparations with the aim of being on par with the cuisine served in 
excellent hotels. The health aspect of travelers has also not been ignored. 
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due attention being given to low-fat content, calorie count and cholesterol 
levels in the menu preparation. 
4. Information Management and Analyses^ 
Information technology (IT) has long been a tool used in product 
development to gain a competitive advantage, and it is now being used 
even more effectively in service conception and delivery. 
Airlines generally invest substantially in technology such as 
computer systems, modern aircraft and other high-tech equipment for 
reservations, scheduling, engineering maintenance and in-flight 
entertainment. Jet Airways' has invested heavily in these areas which is 
necessary to keep up with the competition, or to improve the speed and 
efficiency of operations. 
Computerization of Catering Operations serves as an example 
from Jet Airways' experience with leveraging technology to add-value 
for the customer. While this can be viewed as a measure to improve 
efficiency. Jet Airways' will be able to provide even better service to its 
customers with more effective and efficient systems in place. 
The main areas of computerization earmarked for catering 
operations which serve the customer directly are the Menu Planning 
system and the CUISINE (Catering Update Information System 
Introducing Necessary Effectiveness) production system. Both systems 
will be in place before the end of this year. The Menu Planning System 
will greatly enhance the Cabin Services employees' ability to plan the 
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food menu with the aid of software tools, while the CUISINE will help 
the catering production people to produce meals with up-to-date 
information on passenger volume and recipes.-
5. Human Resource Management: 
Training of Jet Airways' staff at all levels continues to receive top 
emphasis in the company's quest to provide quality customer service. The 
company's commitment to training and development is reflected in the 
fact that it has spent a substantial amount of money last year in this area. 
A Training and Development Symposium was organized recently 
to update trainers in the company on the latest trends, methods and 
opportunities in the improvement of in-house training. The symposium 
carried the theme "How to Link Our Training Programmes to the Jet 
Airways' Strategy" and it brought together some of the country's best 
minds in the field of training and development practices. The symposium 
was also designed to inform participants on training prospects and to 
enable them to conduct in-depth analysis through discussion and 
networking. 
A specially designed training scheme was also introduced last 
year to enhance the skills of the trainers, called the Training and 
Development Qualification Programme (TDQP). The first batch of 25 
trainers started the programme. The programme adopts a training 
methodology which enables trainers to understand the competencies of a 
good trainer and to become more effective in conducting training. On 
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successful completion of the programme, the participants are awarded a 
Certificate in Training and Development (CITD). There are numerous 
other programmes set out to improve the training skills of the staff 
Jet Airways' has invested a huge amount of money on a new 
high-tech training centre which is scheduled to begin operations. The new 
training centre will house the Learning Centre, Computer Centre and a 
hostel with facilities for conferences and lectures, banquet facilities and a 
swimming pool. Jet Airways 'intends to develop the training centre into 
an intelligent, high-tech development centre benchmarking world-class 
management institutions. 
Jet has used the training facilities of Ansett (Australia) for the 
training and conversion of its pilots and engineers and to help it achieve 
world class norms in service, Speedwing (a British Airways subsidiary), 
assisted it in conducting a programme on Customer Service Excellence 
for staff across functions at all levels. 
Moreover to ensure accurate and efficient reservation systems, it 
has tied up with and is co-hosted with SABRE - one of the world's best 
reservations systems. The concept is to build Jet Airways' into a learning 
organization through the training centre, where staff can continually 
expand their capacity to create results they truly desire, where new 
patterns of thinking are nurtured, where collective aspirations are set free 
and where people are continually learning how to learn together. This 
concept is based on management's belief that organizations that will truly 
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excel in the future will be the organizations that discover how to tap the 
employees' commitment and capacity to learn, at all levels in the 
organization. 
Jet Airways' Performance Management Process is a 360-degree 
process that involves employees in setting atmual goals and objectives 
that link to division or department objectives, developing action plans and 
measuring their performance. The process includes internal customer 
feedback from peers, an employee self-evaluation, and senior feedback. 
The Internal Customer Feedback system (ICF) is an integrated, 
on-line database, which compiles and tracks feedback from employees' 
internal customers. The feedback is gathered prior to every annual review 
and is required in order to qualify for a salary increase. The report given 
to an employee shows their individual scores for the current year, the 
previous year, division, department and corporate averages. 
Jet Airways promotes cooperation, initiative, innovation, and 
flexibility through a cross-functional, team based work design, the Jet 
Airway Way, comprehensive training, aligned rewards and recognition, 
and careful recruiting. Jet Airway and its stakeholders realize many 
benefits from a team-based work system. Team Skills training prepares 
all Associates to cooperate and collaborate as they work together, and 
Internal Customer Feedback (ICF), as described above, measures 
performance on team skills. 
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Process Improvement Teams and Quality Improvement Teams are 
organized through the Jet Airway Way, which is Jet Airways 
methodology for involving executives in process evaluation and 
improvement. Any executive can identify improvement opportunities and 
is empowered to form teams to refine approaches, resolve issues, and 
improve processes. These teams may be functional or cross-functional 
and are formed by the executives identifying the issue for improvement. 
QITs are generally short-term in nature and PITs are longer-term due to 
the complexity and breadth of the improvement activities involved. 
Customer Satisfaction Teams formed for internal and external 
customer groups are permanent teams in the Jet Airway Way system. 
These teams have responsibility for all initiatives relating to internal and 
external customers. 
6, Process Management: 
At the core of the Jet quality focus are standards backed by 
quality processes: there are norms laid out for all areas of customer 
experience, from reservations to check-ins, departure, in-flight services, 
arrival and post flight. Whenever there is negative customer feedback, or 
there are in-house service detractors, the feedback is mapped against set 
process to check where the non compliance happened. This is then 
remedied by communication and training where needed. If the processes 
are complied with and there is still customer dissatisfaction, or where 
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standards are loose, cross-functional teams are set-up to tighten them and 
redraw the processes. 
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Figure 1: Jet Airway's Cycle of Service 
Underpinning the whole system is the foolproof way in which Jet 
monitors quality. It happens at three levels: formal customer feedback 
through service monitor questionnaires; internal feedback and critical 
comments from detractors; direct quality audits at periodic intervals. Jet 
Airways has a system in place for auditing service quality on a 
continuous basis. For example, at Mumbai airport, service quality is 
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physically verified from 4:30 am to 10 pm by two people working shifts. 
Their job is to move from x-rays to passenger queues and other areas of 
customer interaction to check for problems-and take corrective action. 
The overall service quality is audited at the six metro airports every 
quarter, and twice a year at airports with fovir flights a day. For the 
remaining airports, audits are done on an ad hoc basis. Plans are afoot to 
increase the frequency of audits to iron out quality discrepancies between 
various airports. 
The audits tend to be detailed. For example, when check-in 
counters are audited, the audit checks at least 26 parameters for 
compUance with the standard-starting with cleanliness, to the display of 
the Jet logo and signage, and going to staff grooming, greeting passengers 
by name, and total time taken to process passengers waiting in a queue. 
Offering quaUty in a service area is always tough, for there is no 
time to inspect and check. In a manufacturing company, the separation 
between the production and distribution functions provides away to weed 
out defective units. As a result the manufacturer can deliver 100% defect 
free units even when the reliability is less than hundred percent. In a 
service industry, quality is subjective and that has to be improved upon 
constantly. A number of different departments have to mesh together and 
service delivery has to live up to the expectations. And an airline just flies 
the customers and rests of the functions are outsourced. 
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The service quality department of Jet Airways' steps in to figure 
out problem areas before they can major customer irritants. The service 
. quality-department of- Jet-^Airways'- takes-onthe-role-of-critical-customer 
It is a case of challenging the organization and the environment. It is felt 
that since quality cannot be checked in a service industry, the 
departments have to know the standards. 
Jet Airways uses Quality Function Deployment as a "technique 
for converting the customers' demands into 'quality characteristics' and 
developing a design quality for the finished product by systematically 
deploying the relationship between the demands and the characteristics, 
starting with the quality of each functional component and extending the 
deployment to the quality of each part and process". 
At face value, QFD appears to provide a means to resolve two of 
the key problems faced by service managers, namely, gaining a better 
understanding of customers' requirements, and translating these 
requirements into appropriate technical specifications for the "delivery of 
service" and the "service offering". On the other hand the inherent 
differences between a product and service package means that service 
quality improvement poses a number of challenges. Therefore, simple 
duplication of quality concepts and techniques developed for application 
in the manufacturing sector by service organizations is likely to be 
fraught with danger. This is not to say that quality techniques developed 
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in the manufacturing setting are of no use in the service sector. However, 
they require accurate adaptation to a different set of circumstances. 
Flawless quality all the time is also a near impossibility in the 
service industry. There is always a gap between what a customer may 
expect and what can be delivered. This to keep this gap at a minimum so 
that what needs to be consistently delivered is narrowed. 
Gap Analysis: Three years ago, the quality department of Jet Airways' 
adopted a gap analysis model to analyze quality to service issues at 
different levels. With two VP's overseeing the exercise, about five 
departments came under the service/quality purview. These included the 
airport service, in-flight service, catering, marketing and sales. The gap 
analysis is done from the points of view of both the customer (the user) 
and the airline (the provider). It takes into account both internal 
customers (people within the organization) and the external customers 
(travelers). 
With role playing exercises, Jet identified the expectations gap 
that exists between customer and provider, and those that could crop up 
in future. This helped the quality department chart out the service quality 
specifications to aid service delivery. The largest gap- not expectedly-
lies between customer expectations and management perceptions about 
these expectations (see Gap 1 in the figure above). The key to narrowing 
this gap lies in reducing four others: the gap between management 
perceptions of customer expectation and service quality specifications 
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(Gap 2), the difference between these specifications and actual service 
delivery (Gap 3), the effective communication of this service delivery to 
the" customers (Gap 4), and the difference between what the customers 
expect and what they perceive they are getting (Gap 5). 
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Figure 2: The SERVQUAL model 
To make its job simpler, Jet decided to tackle the entire service 
cycle both on the ground and in-flight. The ground rules meant involving 
people at every stage, right from the time a traveler enters the airport to 
fly Jet till he embarks. It includes reservations and tele-check-ms, city 
side ticketing, baggage screening, queue management and right down to 
the arrival lounge. The logic was simple: if the management focuses on 
small things the big things come right naturally. 
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Just how small the issues are can be evident from the fact that Jet 
decided that fingerprints should not be seen on the cabin overhead storage 
flap. There-were really no complaints from the customers, but Jet's 
quality cell consisting of 11 people, decided it could do without shabby 
imprints. Jet claims to be the only Indian carrier which "deep-cleans" the 
cabins after every flight. 
7. Supplier Quality Management: 
Jet Airways' is committed to provide it customers with a world-
class traveling experience. To offer the finest quality of service, it has 
alliances with some of the best airlines, hotels, cellular service providers 
and car rental services such as: The Park Hotels, The Oberoi Group, The 
Leela Hotels and Resorts, Radisson Hotels & Resorts Worldwide, ITC 
Hotels, AVIS, Citibank, KLM Royal Dutch Airlines, Northwest Airlines, 
British Airways, BPL Mobile etc. 
Within three months of operation, it also became an associate 
member of lATA; a party to the lATA multilateral interlines agreement 
and a member of the lATA clearing house. 
At Jet Airways there is a team which drives supplier management. 
The purpose of the team is to improve both suppliers' performance and 
Jet's purchasing productivity. This team establishes the framework for 
managing supplier performance, designs and coordinates the Supplier 
Quality Conference, and initiates and communicates improvements to the 
supplier management process. 
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Each buying unit has determined measures of performance for 
their suppUers. Performance criteria are established within individual 
buying units^ and are appropriate to the -types of goods and services 
dehvered. A feedback process is designed by each buying unit, including 
feedback to the supplier on their performance and feedback on Jet 
Airway's relationship with that supplier. 
As a service organization, Jet Airway's goal is that all goods and 
services meet Jet Airway's quality standards. A Customized Supplier 
Performance Management Approach Model allows buying units to 
determine which suppUers consistently deliver to requirements. 
Jet Airway has developed a Supplier Guidebook that may be 
customized by individual buying unit. The Guidebook gives new 
suppliers information on individual buying unit requirements and 
expectations. 
In addition. Jet Airway's Supplier Performance Management 
Process includes measures and feedback to help suppliers understand 
what they need to do to perform well and earn more business. Finally, Jet 
Airway's Supplier Quality Conference communicates and trains suppliers 
on Jet Airway's business expectations and rewards top achievers. 
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Case Study Il-Citibank 
Corporate Profile: 
Citibank is a member company of Citigroup, the largest and the 
most diversified provider of financial services in the world. In India, with 
its 100-year history and a network of 20 branches. Citibank has come to 
be acknowledged as one of the leading international banks in the country 
with a track record of outstanding business milestones. Cash 
Management was pioneered by Citibank in 1986 and is utilized by over 
800 corporates, with throughputs totaling around $ 25 billion (6% of 
India's GDP). 
It is India's largest foreign bank in the FX (foreign exchange) 
market with an 8% market share. Citibank is the one of the largest 
providers of Foreign Exchange products in India (has one of the largest 
overnight positions as approved by the Reserve Bank of India). It is the 
leading Derivatives House in India. Citibank is at the forefront of Trade 
Services with the advantage of a global presence in over 100 countries. It 
has been top rated Custodial Services Provider for 3 consecutive years 
with a wide client base and is a Pioneer and leader in Securitization being 
the top arrangers of debt for Indian Corporations. As the leading 
custodian. Citibank has over $ 5 billion of custody assets under 
management. 
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Citibank has shown a strong performance in its centenary year 
with its net profit for the year increased to Rs.325.4 crore as against 
Rs.285.2 crore in 2000-01, a 14% growth. With capital in excess of US $ 
500 million, Citibank has a customer base of over 800 companies in the 
corporate sector and over 2 million retail customers. Citibank's business 
focus extends to Corporates, Individuals as well as Small and Medium 
Enterprises. 
It has been service of corporate clients since 1902 with a customer 
base of over 800 corporate and financial institutions. Citibank was a 
pioneer in consumer banking, being the first to introduce focused 
consumer lending programs and a pioneer in electronic banking, having 
made significant investments in technology. 
Citibank leads the corporate movement towards sustainable 
community development by optimizing on the core financial, non-
financial and networking strength of the bank. Its mission is to be the 
value provider of services to emerging local corporate customers 
sustaining a reputation for reliability, innovation and quality through a 
long-term customer focus. 
Citibank was the first to launch credit cards in India and is the 
leading credit card issuer in the country with 1.5million card members. It 
is the largest Charmel Finance bank and second largest truck financier in 
the country and it is also the first Bank to have State-of-the-art Telephone 
Banking for corporate clients - CitiService. 
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Moreover Citibank is a quality provider of financial services and 
the first financial institution to be awarded the ISO certification for its 
operations-in Cash Management, Custodial Services, Treasury, Funds 
Transfer and Trade Services. 
Citibank partners with 9 of India's foremost NGOs working across 
the country in the areas of: 
• Micro credit support to empower underprivileged women 
through income generation 
• Financial literacy programs for micro credit practitioners 
children's empowerment through primary education 
• Empowerment of the under-privileged. The emphasis is on a 
hand up and not the traditional hand out. 
Globally, Citibank is committed to help improve the quality of Ufe 
in local communities. In India, empowering women through income 
generation and children through education is the key to sustainable 
development. And as leaders, both in business and community 
development, we extend our resources to develop economically healthy 
communities. 
Citigroup, of which Citibank is a part is the preeminent global 
financial services company with some 200 million customer accounts in 
more than 100 countries, provides consumers, corporations, governments 
and institutions with a broad range of financial products and services, 
including consumer banking and credit, corporate and investment 
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banking, insiorance, securities brokerage, and asset management. Major 
brand names under Citigroup's trademark red umbrella include Citibank, 
CitiFinancial, Primerica, Smith Barney, Banamex, and Travelers. 
Salomon Smith Barney has expanded in India rapidly over the last two 
years. Currently, the firm has more than 40 staff based in Mumbai, 
working in investment banking, equities, and equity research 
departments. 
1. Top Management Commitment and Leadership 
The banks senior leadership is highly committed to service 
quality. The leadership understands that without changing the bank and 
its capabilities, they would not be able to meet the challenge posed by 
new technologies and meet the needs of the customers or compete with 
other financial service companies that also had come to recognize the 
business opportunities. Although the leadership is committed to growth, 
they do not want to lose the sense of the loyal customers that had been the 
reason for their current prosperity and success and, in many respects, the 
reason their work had been so gratifying. 
During this building and acquisition phase, the managements 
concern over losing a sense of bank community steadily increased as the 
business and the entire banking industry became more complex. 
Legislation was modernizing banking, and e-commerce was equalizing 
market opportunities. Without changes in the way the group managed the 
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business, this substantial growth could negatively impact Citibank's 
ability to provide the personalized service customers had come to expect. 
In the nineties, the bank instituted a different leadership approach. 
They had studied various business approaches and researched best 
practices of other service institutions, including the Malcolm Baldrige 
National Quality Award recipient organizations. 
One of the leadership's efforts to keep the Vision alive is to gather 
a group of well-respected and action-oriented employees that 
demonstrated a core understanding of service. The CEO meets these 
employees and discusses how the bank could demonstrate what 
Legendary Service looks and sounds like on a day-to-day basis. As ideas 
surface, and through formal facilitation, the most highly visible and 
innovative ideas became part of the communication plan for Legendary 
Service. 
2. Strategic Planning: 
Citibank adopted the concept of an extended leadership system 
that is used by many Baldrige Award recipients. The newly formed 
Executive Management Committee (EMC) extended the leadership 
system to include the heads of the Retail, Commercial, Information 
Technology (IT) and Operations, Human Resources, and Marketing and 
Communications divisions. The EMC is responsible for driving the 
direction of the bank through the Strategic Planning Process, allocating 
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both capital and human resources, reviewing progress against goals, and 
making midcourse adjustments to the plan. 
Citibank's future is best communicated in a simple yet memorable, 
Vision Statement: "to provide Legendary Service". Moreover Citibank 
coined their most famous one-liner unique selling proposition "the Citi 
never sleeps" during this period which was to remain their most catchy 
slogan ever. 
The word "legend" is the beUef that to excel in a fast-paced 
growth market, the activities of every person in the bank would need to 
be on one focal point: Legendary Service. 
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Figure 2: Citibank Trust Model 
The word "Trust" reflects an attitude. When customers choose to 
do business with Citibank, it is the employees' position to preserve that 
trust and do everything possible to maintain trust in the relationship 
between the bank and its customers. Citibank wants customers to trust 
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that they made the right decision in selecting Citibank as their provider 
for financial services. 
"Action" indicates the value of serving customers today and 
without delay. If follow-up is needed, then it must be done quickly and 
with accountability. Employees often hear the president say, "Talk your 
walk and walk your talk." This part of the triangle signifies the desire to 
empower employees to make decisions to satisfy customers. 
"Commitment" indicates long-term thinking with customers and 
taking actions accordingly. Legendary Service is brought to life when 
customers think of themselves as lifelong customers. The same is true for 
employees. The bank wants the employees to think of themselves as 
serving the same customers for life since that sets a tone of permanent 
relationships with individuals and organizations. 
The purpose of the Citibank Trust is to bond the employees 
together through values and basic beliefs about what Legendary Service 
means. To introduce the Vision and the Citibank Trust, an all-hands 
employees meeting are held and branch employees are expected to attend. 
Since this initial kick off, all new employees have been introduced to the 
Vision and Citibank Trust through new employee orientation. 
A key initiative introduced is the Citibank cross-functional teams, 
a team of cross-organizational employees who take it upon themselves to 
lead and contribute to initiatives throughout the bank that are aligned to 
the goal of creating Legendary Service. 
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Another vehicle for communication of direction is the internal 
weekly newsletter created to spotlight great stories of Legendary Service. 
The Trust Teams believe that providing examples to employees of what is 
considered Legendary Service will serve as a learning tool. All 
employees receive copies of the newsletter and managers are encouraged 
to discuss these stories for at least ten minutes of each regular meeting 
held with employees. 
Another initiative is a human resource strategy to ensure that each 
employee in the bank understands how his or her job directly supports 
Legendary Service. As part of the Performance Management and 
Development Process (PMDP), each employee develops an Individual 
Performance Plan (IPP) defining specific goals and action plans that 
support customer service. During visits to the branches and business 
areas, members of the EMC ask employees to share their IPPs and to 
identify any obstacles to achieving these goals. 
Employees are provided rewards for ideas. If there are cost 
savings that result from their ideas being implemented, then a cash prize 
might be awarded to the employee to express appreciation for his or her 
contribution. The bank has also adopted benchmarking as a strategic tool 
to identify innovative market solutions. Banks have traditionally 
benchmarked performance against other banks. 
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3. Customer and Market Focus 
Longstanding relationships carry a benefit: customer loyalty 
despite thepresence of lower-price lenders. Citibank has loyaLcustomers 
in three segments: consumer, small business, and commercial. Consumers 
include single or household account holders who utilize branches to 
deposit and withdraw funds and who desire loans. Small businesses and 
commercial accounts include companies that are sole proprietorships, 
partnerships, and corporations. 
Small businesses are differentiated from commercial accounts by 
the size of the asset relationship. Within each of these groups, the bank 
looks at the products and services used by each of these customers. 
Citibank does not segment and separate customers beyond these three 
groups. 
Throughout the month, every segment of the community, every 
ethnic group, and every income group at the branch. Each customer is 
important to Citibank; each customer expects the best service and gets it. 
In order to meet customer expectations in products and services, 
the bank participates in industry forums, conducts an ongoing Customer 
Outreach Program, and reviews survey results and customer complaints 
to understand what factors contribute to customer loyalty. 
Customers have often related that the lack of personal service is 
what made them leave other banks to do business with Citibank. When 
customers open an account, Citibank asks them what made them choose 
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Citibank. In addition to the most common reasons, such as "just moved" 
into the area and a desire for a branch that is closer to home and/or work, 
many customers change banks because of poor service from Citibank's 
competitors. 
Several times a year, the bank officers attend financial service 
forums and bring back ideas on the emerging needs of customers. 
Through these industry forums, leaders provide input into the Strategic 
Planning Process on competitive and business environments, regulatory 
change, shifts in customer expectations, and charmels of distribution. 
Several industry periodicals are circulated each month throughout 
the bank. The employees meet to discuss, in part, customer strategies, 
issues, and opportunities that are covered in these articles. 
Products and services that meet the financial needs of customers 
today and tomorrow and that are reasonably priced are one cornerstone of 
Citibank's success story. The other is the ability to build and maintain 
relationships with customers. Citibank recognizes that the key benefit of 
building relationships with all customer segments is retention and the 
opportunity to sell additional services. 
The customer that has multiple products with Citibank is less 
likely to leave the bank and is more efficient to serve on a cost-per-
service basis. The bank believes that to keep the customer for the long 
term, it has to create an environment and an attitude that keep customers 
coming back. One aspect of this is to understand the relative importance 
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of product and service features. Customer preferences are identified 
through the banks Customer Outreach Program. For example, the most 
important attribute of service to retail and commercial customers is 
responsiveness. This is followed in rank order by accuracy in customers' 
account information and timeliness in receiving statements or 
information. 
Whenever Citibank explores new product offerings, customers are 
contacted to determine what features are important to them. For example, 
customer outreach calls were conducted during the development of on-
line banking. The key requirements identified by customers were data 
security and ease of use of the on-line banking program with existing PC 
systems. Citibank has developed one of the industry's most secure on-line 
banking systems. 
Part of developing a service environment includes having 
employees who are enthusiastic about and interested in what they do. 
Each newly hired employee receives an orientation that introduces the 
Vision. To achieve the Vision "to provide Legendary Service" means 
having employees that engender "Trust," take "Action," and deliver 
against Citibank's "Commitment" to maintain an ongoing relationship 
with each and every customer. 
One example of Legendary Service is the time a customer called 
into a branch saying that she was not well that day and was unable to 
come into the branch to make a sizeable deposit from an insurance check. 
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She was frantic that she would lose out on interest income that she 
needed. 
One of-Citibank's employees drove over to-the woman's house 
during his lunch hour to pick up the check and give her a deposit slip. 
The woman's son, who had been out of town, called the bank's CEO and 
announced that he was so impressed with a bank that would go out of its 
way to respond to a customer's needs that he was moving his personal 
and small business accounts over to the bank. It prides itself on the 
responsiveness of its employees and on its conmiitment to meet the needs 
of all customers. 
Citibank is implementing a data warehousing and analysis system 
that will become part of the bank's customer relationship management 
strategy. Today, the bank faces different marketing issues for customers 
in different parts of the country. The data warehousing and analysis 
system will collect data from all customer sources, including inquiries, 
on-line banking, and in the future. Citibank's Web portal. 
The data will be analyzed to better understand and anticipate 
customer behavior, meet customer needs, and build more profitable 
customer relationships. Building in-depth customer knowledge using a 
relational database also will allow marketing offers to be more targeted 
and pricing to be more effective. 
Customers care about the quaUty of the products and services that 
they receive. Customers want responsiveness, accuracy, timeliness, 
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professionalism, and friendliness of service. Citibank has correlated this 
information with its findings from outreach calls and developed a set of 
service-standards for both-retail and commercial customer segments. This 
reinforces Citibank's findings about the relative value of service to 
customers. Although it knows that its 100 percent goals are impractical 
targets to achieve, it nevertheless wants to set a standard and 
communicate a performance message to employees that it is customer 
driven. 
Customers obtain assistance at the bank in several ways. A toll-
free telephone number is provided to customers. Also, some officers and 
branch managers of local banks publish their telephone numbers in local 
phone directories. Citibank uses complaint information as another way to 
receive feedback from customers and identify opportunities for 
improvement. Since the primary responsibility of tellers and sales 
employees is to serve customers, the process of capturing all complaints 
is time consuming and costly. Past attempts to manually track complaints 
results in data that were inconsistently captured. 
Citibank has instituted a systematic sampling plan that requires 
different branches at different times of the day (peak and non-peak times) 
to track customer complaints for a specified period of time. Although the 
improved complaint tracking form still requires time to complete, branch 
employees have to do this for only a short period of time. Therefore, 
employees are more wiUing to capture complaints. Stratified random 
239 
sampling of complaints is proving to be an efficient and low-cost method 
to capture customer dissatisfaction data. 
Although branches capture complaints on a sampling basis, 
CitiService captures every complaint. Complaint forms are collected and 
reviewed by the branch and CitiService managers. Whenever a problem 
is identified, Citibank takes corrective action. There are several ways in 
which Citibank encourages retail customers to register a complaint. There 
are toll-free customer service lines and complaint books are available in 
all branches, and each month feedback forms are mailed with statements. 
For the most part, complaints enter the bank in several ways. They 
are received through written feedback forms or via the CEO's or Vice 
Chairman's office, business managers, or employees. It is up to the 
discretion of employees to escalate complaints to senior management. 
Most complaints can be resolved at the branch or by CitiService. 
However, senior managers generally personally handle high-asset 
customer complaints. 
New Account Opening Questionnaires are sent to a sample of 
customers who have opened new accounts. The survey uses a series of 
questions to elicit feedback from customers on the helpfulness, courtesy, 
knowledge, and competency of employees. There are eight questions that 
deal with service handling; a ninth question is open ended and asks, 
"How might Citibank improve?" The final question is targeted at cross-
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selling and asks, "Are there other products or services that you might be 
interested in hearing about?" 
Once every year, the bank enlists the services of an outside 
vendor to "shop" the branches. Shoppers pose as customers to evaluate 
the performance of employees. Shopper research is used to provide 
employees with feedback and identify training or coaching needs. After 
branch managers receive the results of the surveys and research, they 
coach employees to close the gaps in service. 
Citibank is unique in that it also "shops" how well both branch 
and CitiService employees do at service recovery. Shoppers present 
problems to employees, who are evaluated on whether they follow the 
correct procedure for resolving the problem. Follow-up calls are made by 
branch and CitiService employees to ensure that the problem has been 
resolved to the customer's satisfaction. 
Customer Outreach also conducts a periodic phone survey to poll 
the level of satisfaction with recent transactions related to Citibank's 
products and services. Overall ratings are reviewed by the branch and 
CitiService managers. 
Citibank also tracks customer retention rates. Although the bank 
charges a higher rate to customers, the retention rate is steady, indicating 
that customers are satisfied and choose to stay with Citibank despite 
higher rates. 
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4. Information Management and Analysis 
Citibank strongly embraces a management-by-fact culture focused 
on continually improving its business processes. The introduction of a 
team environment with cross-functional teams, in conjunction with the 
introduction of the continuous improvement process, turns volumes of 
data on customers, operations, and employees into quality information for 
analysis. Citibank's initiation into process management has provided the 
basis for evaluating and improving the bank's approach to data collection 
and analysis. 
A team is assigned to develop the next level of information and 
analysis for Citibank. The objective is to develop a system that not only 
monitors, analyzes, and reports on performance but also is used to drive 
strategic decisions. A new system is being implemented that will provide 
data warehouse capabilities with predictive modeling to support the 
bank's customer relationship management strategy. It will provide 
Citibank with the ability to identify customer needs and more effectively 
design products and services for different customer groups. The analytic 
capabilities of this system will create a more efficient sales effort and 
more intelligent competitive pricing. 
Comparative information about key processes for many areas of 
Citibank's business is being sought outside the industry. For example, 
some form of continuous improvement methodology is used by several 
Baldrige Award recipients. Each business area has discretion in 
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determining how to best measure customer requirements based on the 
needs of its customers and market. 
The intranet is the primary vehicle for communicating 
performance information to business managers. By sharing Citibank's 
Strategic Plan and communicating with key managers via meetings and 
the intranet, the bank makes business managers aware of the status and 
alignment of plans, business results, and current action plans. Any 
apparent lack of alignment is identified and addressed. This 
communication, combined with the continuous improvement process 
approach, leads the business to continuous improvement and alignment. 
As a financial institution holding and investing customer funds, 
accuracy of information is of critical importance to Citibank. Security of 
this information is also of paramount importance. To achieve this 
accuracy and security. Citibank has comprehensive and sophisticated 
systems to deal with and monitor transactions, people, and systems. 
Citibank considers itself to be a leader in banking institutions in its use of 
computers and information technology. 
Citibank's business systems contain all information needed to 
manage the bank. Since security is a primary concern, Citibank's 
employees have limited access to this information, depending on their job 
needs. An access code and password system keeps information secure 
from unauthorized employees while creating a minimal obstacle for 
employees who do have a valid need for the information. 
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Since managers may need access to many kinds of information, 
managers have a special level of access that allows them to access any 
type of information. If employees need infonnation that their password 
does not allow them to access, they can ask their managers to access the 
data for them. In keeping with the community-based orientation of the 
bank, each branch has access to only the information that it needs for its 
own operation. This secured access ensures that customer confidentiality 
is not compromised. 
The conflicting requirements of customer information security 
and process information availability are addressed through Citibank's 
complex information systems. These systenis provide tight security for 
personal infonnation but wide availability of information that is needed 
on a daily operating basis, such as customer checking account levels. 
Different systems contain different information. Rigid controls 
and firewalls exist between these systems to ensure data security. To 
balance the need for security with the need for access, the senior manager 
can grant temporary access to these various systems to employees on a 
case-by-case basis. 
As Citibank has moved into electronic banking, this need to 
safeguard data and information has become niore visible and important as 
links outside Citibank become more pervasive and opportunities for 
fraudulent activities occur. 
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Although basic security and access requirements have not 
changed substantially in recent times for Citibank, the introduction of 
electronic banking has added a new dimension. As it was being 
developed, the continuous improvement process allowed the team to 
understand and quantify customer, security, regulatory, and business 
requirements for this new offering and to design it to meet all stakeholder 
needs. Business area managers also keep track of current business needs 
and make plans annually to ensure that data and information availability 
is modified to keep pace with the changing needs of the business. 
5. Human Resource Management 
Potentially, banks have access to the same technology, capital 
funding sources, and talent pool. Citibank's strategy is to differentiate 
itself from the competition by attracting, retaining, and training its 
employees to provide better service than that provided by the competition 
and to care more about customers than its competitors do. In order to do 
this. Citibank's employees are held responsible for delivering against the 
three values of the Trust Model: Trust, Action, and Commitment. To 
support them in achieving this goal. Citibank provides employees with 
many opportunities to contribute to the success of the organization. 
Citibank offers a team enviroiunent, career opportunities, education and 
training, competitive compensation and benefits, reward and recognition, 
and a safe and healthy work environment. For the most part. Citibank has 
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achieved a good employee retention rate and favorable ratings on the 
Employee Satisfaction Survey. 
In the past, tlfe bank was oriented toward fulfilling customer 
services and sales supported by product management and back-office 
operational areas. To meet the needs of the future, Citibank has begun 
implementing a cross-functional process management approach featuring 
Trust Teams. These fast-moving teams are accountable for improving 
products, services, and processes. Trust Teams are structured to meet 
customer needs and provide operational efficiencies. 
By focusing on customer-centered and process management 
measures, Trust Teams have the flexibility to design and enhance 
products with greater agihty in order to meet the changing needs of 
customers and improve key processes. Employees who participate as 
team members continue to work in their functional department at the 
same time they are participating on the team. As a result, teams share best 
practices with peers who have not received training in Citibank's 
continuous improvement process or have not been assigned to a team; 
this information and experience sharing, in turn, generates a desire in 
others to participate on a team. 
Best practices are also encouraged. Employees' innovations and 
ideas generated are communicated to other departments and to the 
branches by being published in the newsletter. Citibank's commercial 
success clearly can be attributed to the bank's ability to build long-term 
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relationships with its customers. Citibank beheves the same is true for its 
employees. Starting with new employee orientation, Citibank's 
employees are celebrated as the drivers of thebank's success. 
This belief is reinforced through employee recognition and 
compensation programs. During the new employee orientation, 
employees are introduced to the concept that there is a direct link 
between their day-to-day work and Citibank's success. Every employee is 
eligible for financial incentives for meeting or exceeding customer-
defined expectations. When an employee is commended for outstanding 
service by an external customer, he or she is eligible for special 
recognition. Managers are given wide latitude to motivate and empower 
employees. 
In the programs dialogue between an employee and his/her 
manager is initiated on support needed to accomplish these customer-
driven goals. By linking performance and development in the same 
process, linkages between job and customer results and career 
advancement aspirations are clearly articulated and supported. The 
training and development programs identify and documents skills needed 
and the training or coaching required to develop these skills. 
Citibank's has a management development program for employee 
performance management system. The management development 
program cascades strategies, target goals, and the action plans required to 
accomplish them down through each department and to each employee. 
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The result of the management development program is the individual 
performance plan, which identifies for each employee a list of project 
tasks to be accomplished over the year, milestones, and target goals for 
performance. As milestones are achieved and tasks are accomplished, 
individual performance is monitored by business area managers and 
supervisors against the individual performance program. As part of the 
management development program, employees and their managers or 
supervisors mutually agree on the goals and the support required to 
accomplish these goals. Support may include training, technical 
resources, or coaching. Individual career and development goals are also 
included in the IPP. 
Bank wide, individual education and training needs are 
aggregated and provide the primary input to the annual Education and 
Training Plan. As employees accomplish their projects, they are 
contributing to the achievement of objectives in Citibank's current year 
plan. This ensures alignment between organizational and individual 
goals. Employees meet with their managers annually to review their 
performance against these goals. 
Citibank has a unique compensation structure that provides 
competitive compensation and rewards tied to performance and 
contribute to long-term employee retention through career development 
opportunities. 
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A succession planning process was introduced to provide a 
systematic method for developing bench strength for senior leadership, as 
well as operational and first-line-supervisory leadership. Succession 
planning ensures that Citibank will maintain a minimum corps of capable 
managers for critical positions. However, inclusion on the succession list 
is not a promise of advancement nor does it mean exclusion from the 
normal Citibank career development process. 
Citibank's passion for employees begins with job design and 
recruitment processes and is reinforced through its commitment to 
developing an employee workforce that is capable of achieving its 
Vision. Citibank is consistently successful in attracting and retaining 
talent. Citibank's recruitment program deserves much of the credit for its 
success. The program identifies characteristics and skills needed by 
potential employees for every key bank position and includes a structured 
process to recruit and hire employees. External human resource 
specialists have evaluated each of the six job families to identify common 
skills and behaviors. 
Citibank believes it is the employees' responsibility to manage 
their own career goals. Managers provide guidance, coaching, and 
opportunities to participate in education and training sessions. At the 
bank it is the employee's responsibility to enroll in training or to seek 
opportunities to develop leadership skills outside of formal training. One 
of the key challenges facing Citibank is the development of an employee 
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workforce that can deliver against its Vision to provide Legendary 
Service. The Citibank Strategic Planning Process includes consideration 
of education and training needed to achieve this goal; strategies to 
achieve a talented workforce are defined in the Human Resource Plan. 
Training required to build new skills and competencies is 
identified through an analysis of key initiatives and new product 
development. The Human Resource Plan balances longer-term training 
needs with the ongoing, short-term needs of the organization. When 
Idnger-term needs are combined with training needs identified in the 
' \ indixidual performance plan a comprehensive picture is developed of 
how Cito)ank's education and training program supports both individual 
and organizational goals. Course development is outsourced to reduce the 
need for a large training infrastructure. Many courses are available that 
meet the needs of the organization without any customization. However, 
when a new course is created or an existing vendor course is customized, 
Citibank works with a vendor to develop the training specifications, test 
the course, and make improvements based on employee input. 
These improvements are incorporated into the production version 
of the training. Although Citibank procures courses through vendors and 
out-sources the development of new courses. Citibank maintains a staff of 
trainers who deliver the courses. Post-course feedback is elicited while 
suggestions for improvement are provided to the internal course 
instructor. 
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Citibank believes employee training goes hand in hand with 
strategies to achieve Legendary Service through long-tenured employees. 
Employees can expect to attend education and training courses from the 
beginning of their careers and continue throughout their time with 
Citibank. Including weekly and annual all-hands employees meetings, 
training for each Citibank employee averages many hours per year. 
New employees participate in a week of orientation. The new 
employee orientation session has been videotaped; tapes are available for 
use by the branches if an employee is unable to travel and the session also 
includes information on Citibank's history, Mission, Vision, and the 
Citibank Trust Model and Values. It also introduces various employee 
programs such as cross-functional teams, continuous improvement, 
reward and recognition programs, and benefit and compensation 
programs. 
Employee safety, especially related to behavior during a robbery 
attempt, is covered. Sixty-five percent of new employee orientation is 
technical training, teaching all employees about bank products and the 
processes for delivering them. The remainder of the orientation covers 
general sales and customer relationship skills and also includes the 
Citibank corporate orientation. 
Management development occurs continuously at Citibank. All 
business managers attend meetings during which they review 
performance and learn about new products and services. Attendance at 
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non-degree programs, conferences, and seminars also is widely 
supported. 
Training is offered in a variety of formats and venues to ensure 
that employees have foil access to continuous learning. The library 
includes general business and banking subjects. Every branch has 
multimedia workstations available to provide individual training 
opportunities. 
Citibank reinforces use of knowledge and skills on the job 
through several approaches. Instructors provide support to training 
participants after the completion of the course. If an employee has a 
question, the employee can e-mail the instructor for an answer. An 
Information Systems Help Desk is available to assist employees with 
technical issues and questions on the information technology systems. All 
bank procedures are extensively documented and are accessible from any 
PC via a user-friendly search program. 
Citibank offers employees a safe, healthy, and ergonomically 
efficient workplace. For branches, this means combining security 
interests with a friendly and inviting atmosphere. Reflective lighting and 
live plants ensure a pleasant workplace. Each branch's break room 
resembles a residential dining room. Each branch also has a personal 
computer and videotape player in a private location that can be used for 
training. 
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This office is the center of staff functions and most corporate 
activity. All non-branch facilities utilize magnetic photo access cards and 
combination door locks to limit access to employees. Employees' 
comfort and efficiency are paramount to Citibank. Repetitive motion 
injuries and back care are an industry-wide concern due to the intensely 
manual nature of both branch and computer transaction-based tasks. On 
an annual basis, health insurance carriers dispatch teams to ensure 
employees have the appropriate training and adaptive devices. One of the 
questions on the Employee Satisfaction Survey seeks to determine the 
level of satisfaction with the workplace. 
All employees are surveyed via a written questioimaire. The 
survey covers all employment and job satisfaction factors, as well as 
satisfaction with local and corporate management. Citibank's survey 
solicits qualitative input, as well as quantitative scores. All responses are 
transcribed for anonymity, and only reports in which employee's 
confidentiaUty can be protected are produced. No one at Citibank has 
access to the raw data or data related to managers, departments, or 
demographic groups. 
Each year some of the questions may be modified by Citibank. 
This gives year-after-year continuity. These questions are tailored based 
on input from employees. First, employees' improvement suggestions are 
reviewed. For example, a question recently added was reflecting how the 
company dealt with poor performers since employee feedback indicates 
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this is a cause for concern. Questions targeted to specific company 
initiatives may be added to the survey. Citibank beUeves the most 
effective" method for assessing employee satisfaction is by listening to 
employees. Citibank's open-door policy encourages employees to speak 
openly. 
In order to successfully compete for talent, Citibank has to offer a 
competitive benefits package. Benefits include medical, dental, disabihty, 
and life insurance programs. All financial products offered by the bank or 
its affiliates may be offered to employees on a "bank-cost" basis, as and 
when allowed by regulations. Discounted services might include reduced 
fee financial planning, free banking accounts, discounted brokerage 
services, and reduced interest loans. Citibank managers are empowered to 
implement flexible work schedules to meet diverse scheduling needs of 
employees. 
6. Process Management 
The achievement of Legendary Service is dependent not only on 
providing service excellence at the point of customer contact but also on 
building products, services, and delivery systems that meet the 
requirements of the customer. It is also critical to maintain those 
processes through process management to ensure that they continue to 
meet the current needs of the customer and to deliver products and 
services that meet the future financial services needs of the customer. 
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Technology has provided Citibank with the opportunity to offer 
the same types of products and services that are offered by other banks. 
The design of financial products and services is highly dependent on 
technology. 
Citibank's product, service, and delivery channel design process 
takes into consideration the unique relationship the customer has with the 
bank in the production and delivery of products and services. For the 
most part, these products and services are delivered in person at the 
branch system or via telephone through the center's sales and 
telemarketing activities. In a sense, the production and delivery of those 
services involve the customer. The customer simultaneously creates and 
uses the service product. For example, when a customer uses an ATM, he 
or she is using a cash withdrawal and deposit service provided by the 
bank. However, the customer also serves as the operator in delivering that 
service. Therefore, if instructions are not clear on how to use the ATM 
machine or if the instructions are not in the customer's language, then the 
service may not be produced or used effectively by the customer. 
Another example is the use of on-line banking to pay bills. If the 
customer does not accurately input the amount of the bill payment, then 
the amount disbursed and the monthly account statement will be 
incorrect. Citibank understands this interdependency and designs 
products and services and delivery channels that take into consideration 
the impact the customer can have on the effectiveness and efficiency of 
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the products and services provided. The importance of understanding this 
interdependency is paramount in the development and ongoing 
management of Citibank's Internet-based services. Ultimately, greater 
responsibility for the quality and effectiveness of the product and services 
available on the Web is shifting to the customer. For example, 
commercial customers will be able to reconcile accounts by reviewing 
their statements on-line. 
The focus on continuous improvement provides Citibank with a 
competitive edge in achieving Legendary Service through its products 
and services. Citibank's commitment to continuous improvement is 
evident from the recent improvements to its process management. The 
continuous improvement process was adopted based on benchmarking 
one system. This process was then adapted by Citibank to meet the 
unique requirements of its financial services business. Several features 
have been incorporated into the continuous improvement process based 
on key steps used by other best-practice companies. Citibank plans for 
both its product development teams and process improvement teams to 
use continuous improvement process. 
Although continuous improvement process represents an 
improvement of Citibank's product and service design process, the bank 
has successfully developed and managed products based on its current 
Product Development Process. Citibank is looking to continuous 
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improvement process to provide greater cross-functional opportunities 
and to more effectively and efficiently develop products. 
The product manager is the primary individual responsible for 
product development, market analysis, product pricing, product life cycle 
management, and strategy. For the most part, each product manager 
follows similar steps in developing products and services: (1) generate 
new or enhanced product idea; (2) conduct planning and prioritization 
and request and obtain funding; (3) develop product; and (4) roll out 
product to market. 
Embedded in the design process are market research, data 
analysis, and risk assessment. The product manager examines 
competitive data, market potential and size, market demand, feasibility, 
and cost. Generating new product ideas and enhancements includes 
incorporating customer requirements identified through the Customer 
Outreach Program and opportunities driven by emerging technologies. 
Product strategy and development are aligned with the annual 
Strategic Planning Process. The bank prioritizes product development 
opportunities and allocates funding. Depending on whether the product is 
developed internally or outsourced to a vendor, numerous cross-
functional operational, systems development, and technology groups are 
involved in developing and rolling out the product to market. For 
example. Marketing and Communications develops and distributes 
customer communication collateral and Marketing and Sales is 
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responsible for the rollout of the product to the branch or other 
distribution channel. 
Along with the- development and introduction of continuous 
improvement process, Citibank saw the need in the Product/service 
Design Process for a better understanding of the changing needs of 
today's customers. With the rapid changes taking place in the financial 
services industry, especially surrounding e-commerce. Citibank identified 
the need to develop a systematic, objective, and accurate way to 
understand and quantify the current and future issues that are important to 
customers. The result of this effort was the creation of a process based on 
the customer requirements. 
This process is responsible for capturing emerging customer 
issues in the marketplace. Citibank had identified the need to estabUsh an 
electronic presence based on two factors: (1) customers are becoming 
increasingly comfortable with using the Internet and (2) without an e-
commerce presence; Citibank would weaken its ability to compete with 
other banks. 
Technology is a critical factor for future success in differentiating 
one banks service from those of other banks. Since the early nineties. 
Citibank determined that to grow its market, it has made a significant 
investment in and increase and its understanding of technology. 
Citibank's IT organization was created for technology introduction. The 
new division is responsible for defining the customer and operational 
258 
requirements and keeping up with opportunities provided through 
emerging technologies. This becomes an even more critical task because 
Citibank out-sources many of its processing activities. The ability to 
select the right suppliers, understand what they can and are doing, and 
ensure that Citibank continues to provide appropriate products and 
services for customers is of critical and strategic importance to Citibank. 
Continuous improvement process uses four tj^jes of critical 
performance measures to track service, product, and service delivery 
performance: quality, timeliness, cost, and cycle time. All projects and 
processes develop critical performance measures to measure and track 
performance. The critical performance measures identified for each 
product and process ensure that the business area understands and strives 
to meet customer requirements. 
The first two types of critical performance measures, quality and 
timeliness, are customer centered and identify performance requirements 
that are important to the customer. The last two types of critical 
performance measures cost and cycle time, are business focused and 
identify performance requirements that are important to Citibank to 
maintain and grow its effectiveness. 
The use of continuous improvement process in developing new 
products, as well as for improving product and service delivery systems, 
provides an easier method to understand and track process performance. 
Understanding customer requirements is the first step in the process. The 
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"customer" may be either an external or internal user of a product or 
process. By focusing on the customer, Citibank ensures that key 
operational performance requirements are understood from the customer 
perspective as well as the internal operation perspective. Citibank has 
used the customer based process to determine their needs for electronic 
banking and now is using continuous improvement process to drive the 
implementation of these products. 
In addition to product development, each product manager is 
responsible for managing the day-to-day product and service delivery 
processes. Operations, technology, and customer service groups support 
the product and service delivery processes for all bank products. Key 
production and service delivery requirements are identified. 
Although product managers are primarily responsible for 
ensuring the coordination of these two key processes for their products, 
many groups, including internal operations and external vendors, are 
involved in managing the related core processes and sub processes. 
Service and delivery are also managed differently according to their 
product distribution channels. Service can be provided by branch 
employees, and/or a salesperson. The type of transaction processing also 
is employed with the product that is processed. 
Day-to-day production management is also the responsibiUty of 
the product managers, who monitor daily status reports to ensure critical 
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processing deadlines are not missed. Corrective actions and capacity 
management are driven by the product manager. 
7. Supplier Quality Management 
Citibank procures products and services from numerous vendors 
to support the administrative, marketing, facilities management, and 
many other areas of the bank. Although the purchasing department 
centralizes the procurement of office supplies and equipment such as 
copying machines, the business areas are responsible for procuring and 
managing licensed software, hardware, equipment, and supplies directly 
from the vendors. The IT division also manages telecommunications 
vendors for both data and voice systems. 
To ensure hardware reliability. Citibank has long term contracts 
with hardware vendors for on-site maintenance. These vendors are 
responsible both for system performance and system up-time. Citibank 
uses a disaster recovery "hot site" with back-up computers to ensure 
business continuity. 
Software reUability is achieved through software design and 
testing. A formal change management process ensures that changes in 
business applications are tested before they are implemented into a 
production environment. 
Computer systems, both hardware and software, form such an 
integral component of Citibank's business that they are a primary element 
of the Strategic Planning Process. This ensures that Citibank's systems 
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are always able to handle its business needs. The head of Information 
Technology Management (ITM) and Operations is responsible for 
strategic technology .management -to ensure that emerging trends in 
software and hardware systems are identified. Marketing and Sales 
manages the relationship between Citibank and its telemarketing vendor, 
NICL. 
Each business, operational, or technology area is responsible for 
identifying the requirements and for managing the performance of 
suppliers. Product specifications and service levels are negotiated through 
the Vendor Contract Process, which involves the Legal Officer, whose 
office ensures that the vendor is contractually responsible for delivering 
the products and services that are specified by Citibank. Architectural and 
building firms that are contracted to design and build a branch office 
facility are responsible for managing the numerous crafts-persons and 
materials vendors. 
Facilities management department works closely with the 
architect and builder to ensure that requirements are built into the design, 
specifications are met, work is on schedule, and the budget is managed to 
plan. External outsourced vendors, suppliers, and partners are responsible 
for controlling and improving their processes. 
On a periodic basis, some suppliers meet with Citibank managers 
to review performance results that they track. Outsourced vendor 
relationships minimize the costs employed with inspection and testing 
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because vendors conduct their own data quality audits and tests to ensure 
data integrity and reliability. 
Each functional area is responsible for managing and improving 
business processes. Every business, product, operations, or administrative 
manager understands the importance of continuous improvement in 
contributing to the success of Citibank. Each manager explores ways to 
improve the effectiveness and efficiency of supplier relationships. 
Improvements are shared at EMC and business area meetings, and 
success stories are published in the newsletter. 
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Case Study III -Eastern India Hotels 
Corporate Profile: 
The Group, founded in 1934, owns and manages thirty-five luxury 
and first class international hotels in seven countries. The activities of the 
Group include airline catering, management of restaurants and airport 
bars, delicatessen products, travel and tour services, car rental, project 
management, and corporate air charters. 
The Group has two principal brands - the deluxe Oberoi brand and 
the first class international Trident brand. Oberoi Hotels & Resorts are 
synonymous to the world over for providing the right blend of service, 
luxury and quiet efficiency. The Group's new resorts have created a niche 
that occupies the highest levels of luxury among resort hotels around the 
world. Internationally recognized for all-round excellence and 
unparalleled levels of service, Oberoi Hotels & Resorts have been the 
recipient of innumerable awards and accolades. A distinctive feature of 
the Group's hotels is its highly motivated and well-trained staff that 
provides the kind of attentive and sensitive service that is rare today. 
Three Oberoi hotels are members of The Leading Hotels of the 
World and seven are the members of The Leading Small Hotels of the 
World, a select association of international luxury hotels chosen for their 
extraordinary levels of guest comfort and service. 
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Trident Hotels are superior first class international hotels with 
contemporary facilities that offer quality and value. Friendly and efficient 
service in a warm and relaxed atmosphere makes them the ideal choice 
for both business and leisure travelers. The Group opened its first Trident 
Hotel in Chennai in 1988 and followed up with Trident Hotels in Agra, 
Ahmedabad, Jaipur and in the Saudi Arabian cities of Jeddah, Khamis 
Mashayt and Makkah. 
The last few years have seen a spurt in development of new 
properties in India and abroad. Current new projects in India include the 
development of new Oberoi hotels in Udaipur, Jaisalmer, Ranthambore 
and Chennai, and the expansion of Trident hotels in Delhi, Gurgaon, 
Mumbai and Pune. 
The Group's commitment to excellence, attention to detail and 
personalized service has ensured a loyal guest list and worldwide acclaim 
in the hospitality industry. 
Recognizing the importance of high quality and professional 
training in hospitality management, the group established the Oberoi 
Centre of Learning and Development in New Delhi in 1966. Today, this 
institution is considered among the best in Asia with almost 100 students 
graduating each year. 
The Group is committed to employing the best environment and 
ecological practices with technology and equipment. In the same spirit. 
The Oberoi Group also supports philanthropic activities that range from 
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education to assistance for the mentally and physically challenged, and 
the conservation of natural and cultural heritage. 
The Group has an international-sales and marketing network with 
sales offices in New York, London, Sydney and Dubai, and several cities 
in India. Hotel bookings can be made through a private reservation 
system, or through the Group's website. 
Oberoi Hotels & Resorts, the luxury brand of The Oberoi Group, 
are poised for growth. An ambitious expansion plan includes the opening 
of two new deluxe hotels in the year 2001. The Group has recently 
commissioned Amarvilas, a new luxury resort in the historic city of Agra. 
Located just 600 meters from the Taj Mahal, Amarvilas offers 
magnificent view of the world's most beautiful monument. Wildflower 
Hall, the group's luxury mountain resort in the Himalayas, opened earlier 
this year. Vanyavilas in Ranthambhore, group's new luxury resort has 
been designed as a Jungle camp and is adjacent to the famous 
Ranthambhore Tiger Reserve. 
The Oberoi, Mauritius, a luxury resort set in 20 acres of lush 
tropical gardens and The Oberoi, Sahl Hasheesh, Hurghada, Egypt, the 
only boutique hotel on the Red Sea Coast, opened in 2000, further 
consolidating the Group's international presence. 
New luxury leisure resort was opened on 15th August, 2002, is 
Udaivilas in Udaipur. A luxury beach resort. The Oberoi, Ubud, in 
Indonesia will open in the year 2003. 
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Oberoi Hotels & Resorts are synonymous for providing the right 
blend of service, luxury and quiet efficiency. Excellence and attention to 
detail are the Group's defining characteristics. A distinctive feature of 
these hotels is its highly motivated and well-trained staff that provides the 
kind of attentive and sensitive service that is rare today. 
Ten Oberoi Hotels & Resorts are members of The Leading Hotels 
of the World and The Leading Small Hotels of the World - a select group 
of international luxury hotels chosen for their extraordinary levels of 
guest comfort and service. 
Rajvilas, the Group's elegant oasis of comfort and luxury in 
Jaipur, is set amidst 32 acres of orchards, gardens, decorative pools and 
fountains, with a 7,000 square foot Spa. The resort showcases Jaipur's 
rich heritage of traditional building techniques and craftsmanship. 
Rajvilas pioneered the extreme levels of luxury that the Group has since 
continued to build upon in its new properties. 
The concept of the intimate, romantic hotel was pioneered by The 
Oberoi Bali, a cluster of luxuriously furnished, thatched roof lanais and 
villas, secluded by coral stone walls, and by the The Oberoi Lombok, a 
serene retreat with luxurious private villas, reflecting pools and vast 
stretches of greenery. 
Exotic locations, an air of intimacy and romance, luxurious 
services, and matchless hospitality makes The Oberoi Group's Resorts 
Hotels unique and distinctive. A very special feature of these resorts is 
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the world class spas that offer a range of non-clinical treatments that aid 
relaxation and beauty. 
The Group has been the recipient of numerous awards and 
accolades in the world of international travel and hospitality. These 
awards are based on the results of an extensive travel poll conducted 
among a spectrum of industry representatives, professionals and travelers. 
The renowned British society magazine Tatler has accorded 
Rajvilas "Hotel of the Year 2001" amongst 101 other hotels from across 
the globe competing for this title. Celebrated American Society 
magazine, Town & Country has awarded Rajvilas "The Best Exotic 
Hotel". Rajvilas has been ranked the Fourth Best Inland Resort 
Worldwide by Gallivanter's Guide in the 8th Annual Readers Poll. 
Gallivanter's Guide is a highly regarded publication based in the 
U.K. Conde Nast Traveler's Reader's Award 2000 has adjudged Rajvilas 
"Fourth Best Overseas Leisure Hotel in the World" as well as the "Top 
100 Best of the Best". Rajvilas also features among "The Hot List - 21 
New Hotels for the 21st Century" in the Conde Nast Traveler's first 
annual line up of the 'coolest new hotels in the world'. According to the 
publication "Rajvilas is the Grande Dame" of this exclusive list of hotels. 
The American Academy of Hospitality Sciences conferred Rajvilas with 
the "Five Star Diamond Award, 1999" for "perfection in everything, 
amazing accommodation, cuisine and service". 
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In recognition of the pioneering efforts made towards preserving 
the environment, Cecil, Shimla, received the "Green Globe Award" for its 
environment friendly policies.To honour the fine service, value and 
standards offered by The Oberoi Group, Business Travel World - a 
premier travel magazine from the U.K., awarded the group with the "Best 
Business Hotel Group in Asia" title for the third time. 
The Oberoi, New Delhi, was adjudged "Best Business Hotel in 
New Delhi" in the 5th Annual Travel & Leisure World's Best Awards 
2000. The Oberoi, New Delhi has also been ranked among the "Best 
Hotels in 93 cities" by the prestigious American magazine. Institutional 
Investor. The Mena House Oberoi has ranked 9th among "The Top 25 
Hotels in Africa and the Middle East" in the 5th Aimual Travel & Leisure 
World's Best Awards 2000. While Conde Nast Traveler's Reader's Choice 
Awards for 2000 has rated it 4th in the "The Top 25 Hotels in Africa and 
the Middle East', The Oberoi, Bali is on its "Gold List 2000" and also 
features among its "Ten Top Asian Resorts". 
The Windsor, Melbourne, a heritage building and among 
Australia's few grand deluxe hotels, was ranked "Niunber One" among 
hotels in AustraUa, New Zealand and the South Pacific region by Travel 
& Leisure magazine. It has also received the Luxury Accommodation 
Merit Award from Ansett Australia Victorian Tourism. 
The Oberoi Group, one of Asia's foremost hospitality enterprises, 
exemplifies the quest for excellence in the world of hospitality. With 
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relentless commitment to quality, consistent dedication to guest 
satisfaction and unparalleled standards of service, the Group has emerged 
an international benchmark in hospitality services. 
1. Top Management Commitment and Leadership 
In this era of competition the challenges the top management of 
EIH has decided to personally take charge of managing for quaUty 
because they realized managing for quality could not be delegated. 
The upper management participation ranged across a broad 
spectrum, but the most significant activities consisted of: 
• Defining the traits of all company products. 
• Translating the vision into basic standards to clarify the 
quality responsibilities for the customers; the most important 
of which include: 
(1) Anticipating the wishes and needs of the guests 
(2) Resolving their problems and 
(3) genuinely caring conduct towards guests and each 
other 
• Personally training the employees on the group's credo and 
basic standards. 
• Aggressively instilling a passion for excellence. 
The senior leaders continue the strong excellence driven 
leadership that resulted in the Group becoming recipient of numerous 
awards. In the years they actually increased their involvement in both the 
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improvement and operation of its structured approach to business 
excellence. A summary of this business excellence roadmap is shown. 
The senior leaders have a passion for excellence, largely because 
of the performance expectations, basic standards and the pride and joy of 
achieving excellence. 
The seven specific decisions made by the senior leaders, 
collectively, to set direction for business excellence are formulating a ten 
year vision , five year mission , three year objectives, one year tactics, 
strategy, methods and foundation. 
The process for providing the senior leaders with the necessary 
data and analysis is make to these key decisions is explained fully in the 
Strategic Planning section. 
It is worth mentioning that the founder leader, M. S. Oberoi 
personally established the foundation of the quality standards. These 
standards consist of: (1) The Credo (2) The Basics (3) Three Steps of 
Services (4) Motto (5) and most recently. The Employee Promise. These 
standards have had a long life with only the basics changing with 
business conditions. 
Collectively, these standards have an incredible empowering 
effect on the employees to think and act independently with iimovation 
for both the benefit of the customer and the organization. 
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Since The Credo stresses "understanding the guests and 
anticipating the unfulfilled wishes of our guests," the group continually 
learns and innovates for quick personal service. 
2. Strategic Planning 
At the EIH strategic development is the process that enables 
senior leaders to make specific decisions that set direction for business 
excellence and service quality. A description of the three major 
components of the planning process, including the pre- work known as 
the Macro Environment analysis. 
Macro -Environment Analysis is done imderstand the current state 
(and expected future state) of the macro environment in which the hotel 
operates. The key result of the analysis is a projection of the future state 
of the hotels relative to competitors and expectations of hotel owners in 
primary performance areas, especially service quality. Subsequently, 
service and other key gaps are identified through benchmarking. 
Using the Macro Environment Analysis top management confirms 
the 10 year Vision 5 year Mission, Strategy, Methods and Foundation or 
makes changes. After this Strategic mandates are identified along with 
gaps in performance especially service related issues. 
The strategic mandates and the gaps identified in the Macro 
Environment Analysis are used to create the vital-few objectives for the 
next three years. The Objectives are designed to address the projected 
gaps identified in the Macro Environment Analysis and to maintain or 
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enlarge Groups advantage over competitors where these advantages exist. 
Vital Few Objectives are separated into multiple categories for two 
purposes: (1) respond to the Strategic Mandates and (2) represent all who 
are affected by EIH. 
Key production processes are identified by three criteria: (1) work 
that ranks very important to customers (2) work that is rising in 
importance to customers and (3) work that is poor in comparison to 
competitors. These processes must then be developed and deployed. 
Support processes are deployed to the support functions of the 
organization. These processes indirectly affect the products and enable 
the group to reach its Vital-Few Objectives. 
To bring out into the open the resources required to reach the 
objectives, the organizations employees are involved. Firstly measures 
and targets are communicated to lower levels of the organization. The 
lower levels then identify the deeds, that if done, will collectively meet 
the objectives the lower levels also 'submit the bill" to perform these 
deeds. 
Each year the in-charge of quality is responsible for evaluating 
and improving the Strategic Planning process. Benchmarking other hotels 
is used extensively for continuous improvement. 
The quarterly performance reviews are translated into 
opportunities for improvement and innovation. These decisions are 
determined by process owners with assistance from the special 
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organization of directors of quality .Widespread understanding and 
involvement of findings and actions are deployed to lower levels through 
;(l)the traditional hierarchy (2)process' owners and teams -and 
(3)commitment to quality newsletters. 
3. Customer and Market Focus 
At the EIH customer and market focus concentrate on the 
information needed for hotel development and operation and service 
excellence. 
After a full understanding of the market segments is gained, 
customers and their relative priorities, the hotel develops and distributes, 
internally, a 6P concept. The concept consists of (1) problem or need of 
the customer (2) Product (what is it) (3) Promises (what it can do for the 
customer) (4) Personal Advantage (What can the customer do because of 
it (5) Positioning (the benefit of it versus the competition) and (6) Price / 
Value (what customers must give up in time or money to get it). These 
concepts lay the groundwork for process design. 
The 6 P's concept typically creates a vision of well-being, which 
results from the purchase of EIH products - genuine care, comfort and 
prestige. By disseminating this information into the marketplace, an aura 
of competence is reinforced. 
The specific actions taken by its Sales and Marketing Leaders to 
deploy market research conclusions consist of four major processes: (1) 
The 6P's Concept (2) Operation of the classification database (3) 
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Complaint Resolution Process and (4) Standard Performance 
Measurements. 
A particular noteworthy tool that it uses is the class (an automated 
"memory system" that links returning guests to their preference). The 
practice of remembering regular guests creates lasting relationships, 
which is a major competitive advantage for EIH. 
A major challenge faced by the EIH is to remember each of its 
customers. In response, a special organization exists in each of the hotels 
called Guest Recognition. This special function uses the classification 
database. 
Figure 3: The classification database 
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To remember returning guests and generate essential preference 
and schedule information to all concerned. In this way EIH and its 
suppliers understand what is "new or different" about each individual 
customer or event. 
In addition, it utilizes other information technology: (1) DFS (2) 
Product Quality Indicators (PQI) and (3) Service Quality Indicators 
(SQI), which are explained in the t section- Information and Analysis. 
The effectiveness of its Customer and Market Focus is evaluated through 
reviews of the standard performance measure daily, monthly and 
annually. 
The daily and monthly reviews identify performance gaps to be 
corrected. The extensive analysis of the Macro Environment Analysis 
drives confirmation or changes in marketing strategy, objectives and 
plans. 
4. Information Management and Analysis 
Two basic type of measurements are used at EIH: (1) 
Organizational Measurements for upper managers at both the corporate 
and hotel levels and (2) Operational (i.e. Process) measurements for 
planning, assessing and improving daily operations 
Since the Groups customer requirements extend beyond the 
functional to the sensory (which are difficult to measure), it relies on the 
Standards to measure quahty during operations. Most of these measures 
are used by line level employees. This is done effectively since the 
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workforce is selected, trained, certified, reinforced and rewarded. This 
qualifies them to design the appropriate sensory measurements that allow 
them to assess their work and take appropriate^actions. The SQI are the 
Service Quality Indicators, which consist of the 10 most serious defects 
that can occur during the regular operation of the hotel. The seriousness 
of each defect is weighted by point value listed in the table below. 
SQI Defects 
1. Measuring Guest Preference 
2. Unresolved Difficulties 
3. Inadequate Guestroom housekeeping 
4. Abandoned Reservation Calls 
5. Guestroom Charges 
6. Inoperable Guestroom Equipment 
7.Unready Guestroom 
8. Inappropriate Hotel Appearance 
9. Meeting Event Difficulties 
10. Inadequate Food /Beverage 
11. Missing / Damaged Guest Property / Accidents 
12. Invoice Adjustment 
Points 
10 
50 
1 
5 
5 
5 
10 
5 
5 
1 
50 
3 
Figure 4; Service Quality Indicators 
The total number of occurrences is multiplied by the Weight, 
totaled and divided by the number of working days applicable to obtain 
an average daily point value. The average daily point value is 
disseminated to the workforce daily. 
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There are three types of comparative data at the lEH (1) 
comparisons to industry and its competitor (2) benchmarks outside the 
industry and 3) benchmarks"inside the company. Since it began formal 
benchmarking it has found it highly useful as it has pushed it over the 
years to even higher target levels of performance and road maps to get 
there. 
Since the group place such a strong emphasis on fact-based 
decision making, reliabiUty of the date is critical. It rehes on its highly 
trained workforce (including statistically trained at all levels) to insure 
data and information reliability. At the Corporate level, it assigns 
individual process owners to assure data can withstand scrutiny and 
provide background information. It also retains third-party specialists to 
provide independent reviews of information analysis and processes. 
The use of information technology as an enabler helps extensively 
in delivering superior service quality. The group is making use of this 
opportunity to enable online booking and transactions. 
5. Human Resource Management 
The hotels have a lean, responsive organization where decision 
making is encouraged at each level and which accepts change. It is 
committed and responsive to its guests and other stakeholders. It consists 
of multi-skilled workforce, including team players who have pride of 
ownership, translating organizational vision into reality. 
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People are nurtured through permanent learning and skill 
improvement, and are respected, heard and encouraged to do their best. 
EIH is recognized*as best practice for training and developing its people. 
The group has a multinational workforce which has been exposed to 
different cultures, problems and situations and can use its experiences to 
enrich the local employees whether in India or overseas. 
The top management has decided to increase both the meaning 
and satisfaction its people derive from their work. This approach consists 
of three basic components: (1) employees know what they are supposed 
to do (2) they know how well they are doing and (3) they have the 
authority to make changes in the process under their authority or their 
own personal conduct. 
Employees know what they are supposed to do essentially mean: 
(1) learn and use the standards 2) master the procedures of their job (i.e. 
Training Certification) and (3) generate ideas to improve products, 
services and processes. 
To keep the employees informed how well they are doing they 
receive coaching from managers and peers on individual tasks throughout 
the day. Daily, they receive information from the SQI report. Finally, 
they receive semi-annual performance appraisals on their general 
performance. 
Its education and training is designed to keep individuals up to 
date with business needs. The Corporate Director of Training and 
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Development and the Hotel Directors of Training and Development have 
the responsibility to make sure that training stays current with business 
needs. To do this, they vi'ork with Human Resource and Quality 
Executives who input organization and job performance" training 
requirements or revise existing ones. The flow of this process is shown in 
figure above. Key developmental training needs are addressed though a 
core of courses that all employees receive. 
All employees (regardless of their level in the company) receive 
the same mandatory day orientation process, which includes classroom 
type training. It uses input from employees and their supervisors in 
determining educational needs primarily via a review and analysis of 
their performance appraisal documents. The Hotel Director of Training 
and Development and the Quality Trainers also receive and consider 
director feedback from the employees. 
Skilled and Empowered Work Force Operating with Price and Joy 
" 
EIH Work Environment 
Human Resources Fundamentals 
Quality Selection Process Orientation 
Training Certification 
Line-up and daily training 
Communication 
Personal and professional development 
Work / life issue management 
Job enlargement 
Career progression 
Performance measurement 
Legal compliance 
Employee Rights 
Issue Resolution Process 
• Reward and Recognition 
Figure 3: Human Resources Approach 
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When training is designed, it is piloted and approved in a fashion 
similar to the new product and service development process. Participants 
in the pilot provide direct, candid feedback to the designers and 
instructors. 
Although job induction training in classroom delivered by the 
Director of Training and Development and the General Manager, most 
training delivery is on-the-job. This consists of: (1) daily line-up (2) self-
study documents 3) developmental assignments and (4) training 
certification. Most training is evaluated through examinations, while 
other methods include audits, performance reviews and appraisals. 
A large percentage of the training received by the employees is 
from in house sources which allow EIH to have direct control over the 
method of training delivery and evaluation. To gain real-life 
developmental experiences, employees make extensive use of 
developmental assignments in which people choose to expand their 
knowledge and experience through requesting new assignments within 
and across hotels and functions. Since most of EIH executives came up 
the ranks this way, this is a widely accepted and expected process for 
people who would like to be promoted. 
The group measures the desirable spontaneous behavior (i.e. 
talent) of potential employees at all levels and categories through its 
selection programme. Certified interviewers measure the responses to a 
structured interview. These measurements are then arranged in a 
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performance graph of necessary "themes" of each job. The Graph also 
contains comparative data which consists of industry and EIH norms. 
"A few days after orientation, each orientation class reunites for a 
day of evaluation and debriefing. A similar session occurs each year. 
Employees are subject to examination/audit at the end of their initial 
training period. Likewise, they must demonstrate mastery of the 
procedures of their job. Annual performance appraisal information is 
evaluated to identify weaknesses in approach to training and 
development. 
The Group determines employee well-being, satisfaction and 
motivation from formal surveys designed, analyzed and compared to 
world-class companies, via a consulting specialist. The results are 
compared to outside world - class service companies and other hotel 
groups. Impartiality of survey analysis and recommendation is assured by 
independent and objectively designed analysis and presentations. 
6. Process Management 
EIH is a process-focused organization with many standard 
procedures. Top management realizes that processes must be thoroughly 
planned so that they can give their employees the means to meet 
standards, create a market and thereby provide excellent service quality. 
Through its market research which concentrates on the quaUty of 
hotel development and operations, they have identified key production 
processes. In addition, it has conducted formal discussions between (1) 
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support and operations employees and (2) internal and external customers 
to identify administrative and support processes which impact the hotel 
products and company's mission. 
The specific actions taken to deploy the annual process 
management approach flow from its strategic planning process to every 
job level and category in the hotel. During the annual strategic planning 
process, it incorporates changing customer / market requirements into 
production and support processes. This assists the hotel in prioritizing its 
processes. 
Each production and support process is assigned an "Executive 
owner" at the corporate office and a "Working owner" at the hotel level. 
These owners are responsible for the development / improvement of these 
processes. They have authority in defining the measurements and 
determining the resources needed to mange these processes. They involve 
all concerned in determining what must be done differently to reach the 
objectives. 
The design of key production and support processes is modified 
for each new hotel based on: (1) market research (2) facility design and 
(3) operating conditions. These process changes address quality, 
learning's from past hotels, cost control and general effectiveness and 
efficiency. 
Standing cross-functional teams at all levels use customer survey 
inputs to improve key processes. These improvements can come in two 
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ways: (1) major changes that require funding resources and project 
management and or 2) incremental day-to-day improvements. 
Improvements are institutionalized in two main ways: (1) the 
traditional hierarchy and 2) executive process owners. In either case, it 
uses the process to overcome cultural resistance to change. This process 
consists of four factors: (1) stressing the importance of the change (2) 
expressing confidence the change can be made (3) providing a reason 
why people should make the change as a group and (4) allowing time for 
people to find an accommodation to the change. 
7. Supplier Quality Management: 
The key performance requirements for EIH suppliers are 
accuracy, reliability, cost, timeliness, and technical abilities. Managers 
and executives are instructed to maximize value for service performance 
while forming strategic alliances. 
EIH ensures that performance requirements are met by checking 
the nature of material and service by certificates of analysis, testing, 
package labeling or packing slips. In case of services routine inspections 
are performed so as to obtain a first hand idea of services being delivered 
by partners. 
Moreover the hotel has a strong communication link with its 
suppliers and partners. Communication involves telephone, face to face, 
or simple written correspondence to the supplier/partner to register a 
complaint, request for product application/evaluation, assistance etc. 
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Managers monitor a supplier or partner's performance and note bad or 
good performance. This is also communicated informally to the supplier 
or partner. 
Further EIH conducts a survey to randomly selected internal 
customers of key suppliers. The frequency with which surveys are done 
depends on type of supplier and other factors. The survey quantifies the 
supplier/partner's cost/pricing, technical ability, quality, delivery 
execution and service quality. Surveys are used for comprehensive 
comparison and benchmarking and the results are communicated to the 
suppliers/partners. 
Service quality is delivered through accurate and well 
communicated specifications, pre-qualifications of selected suppliers and 
partners, continuous communication with suppliers on suitability of 
material and service for intended use, sharing results and benchmarking. 
In addition EIH motivates suppliers to improve by removing 
partners/suppliers that do not consistently meet the requirements. Another 
reason for the motivation of the suppliers is due to the fact that EIH 
provides them with a high volume of business. 
Managers evaluate the supplier and partnering processes annually. 
Data is evaluated for benchmarking supplier management processes for 
both industry and non-industry sources to identify gaps and opportunities. 
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5.4.4 Summary: 
In the previous section we have presented the case studies and 
have*undertaken detailed -comparative analyses,.which have amply 
demonstrated how the three service organizations are delivering service 
quality. 
1. Top Management Commitment and Leadership: 
It has been amply demonstrated by the responses and the cases 
that in order to have a commitment to service quality excellence the 
leadership and the top management has to play a vital role. 
In case of Jet Airways the top management believes that there is 
nothing like perfection in delivering service and nothing is small enough 
to be left unnoticed. It can always be improved. This message comes 
right from the top. At Jet Airways the chairman's interest in quality is 
legendary; if he finds anything wrong- a cushion missing, some spillage, 
a head cloth missing, or fingerprints on the overhead storage space- he is 
not chary about giving his feedback directly. Quality for Jet Airways 
means quaUty for both external and internal customers. 
The top management believes that there will always be things that 
need improvement. What appears okay on the surface may not be so 
when one looks closer. For the past three years the airline has been on a 
mission to redefine the quality standards it had set for itself To make Jet 
Airways one of the leading standard bearers for the airline industry in 
terms of safety, efficiency and quality of service. The current quality 
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standards, their measurement and procedures are a byproduct of its 
mission statement. The top management feels that ultimately it is the 
quality of service that distinguishes Jet Airways' from other airlines. Jets' 
prime objective is customer satisfaction and to be one step ahead to 
provide the best, and to be perceived as a world class airline. 
In addition, top management has refocused its goal on creating a 
customer-driven and quality-oriented culture in the launching of the 
company-wide service excellence programme. The programme is an 
extension of Total Quality Management to provide a clear focus on 
customer requirements at the heart of business processes at Jet Airways' 
and to create a quality service culture through internal communications 
and human relations management practices which can firmly reflect the 
importance the company places on good customer service. 
The top management feels that service quality excellence is a 
philosophy, a paradigm of continuous improvement which is not the 
programme of the company but the philosophy and value of everyone in 
the company. Which can be summed up as: "It has been said that Quality 
will give an individual or organization a long-term competitive 
advantage. And if it is in the character of the individual and in the culture 
of the organization, it cannot be duplicated by anyone." 
While setting the right corporate culture is crucial to achieving 
good service quality through internal communication processes to 
motivate employees and to ensure that the company's aspirations are well 
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understood by everyone, there is also a need to communicate externally 
to ensure that customers understand what the company is offering in 
terms of service, to manage their expectations and Jo persuade them to 
buy their service. 
While in the case of Citibank the banks senior leadership is 
highly committed to service quaUty. The leadership understands that 
without changing the bank and services, they will not be able to meet the 
challenge posed by new technologies and meet the needs of the customers 
or compete with other financial service companies that also had come to 
recognize the business opportunities. 
The leadership's efforts to keep the company vision of legendary 
service alive were to gather a group of well-respected and action-oriented 
employees that demonstrated a core understanding of service. The CEO 
meets these employees and discusses how the bank could demonstrate 
what Legendary Service looks and sounds like on a day-to-day basis. As 
ideas surface, and through formal facilitation, the most highly visible and 
innovative ideas became part of the communication plan for Legendary 
Service. 
A key initiative introduced is the Citibank Trust Team, a team of 
cross-organizational employees who take it upon themselves to lead and 
contribute to initiatives throughout the bank that are aligned to the goal of 
creating Legendary Service. 
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In the case of EIH the top management feels that in this era of 
competition the leadership has to take charge for managing quality which 
cannot be delegated. The upper management participation ranged across a 
broad spectrum, but most significant activities consist of defining the 
traits of all company products and services, translating the vision into 
basic standards to clarify the quality responsibilities for the customers, 
personally training the employees on the group's credo and basic 
standards and aggressively instilling a passion for excellence. 
In the years they actually increased their involvement in both the 
improvement and operation of its structured approach to business 
excellence. It is worth mentioning that the founder leader, M. S. Oberoi 
personally established the foundation of the quality standards. These 
standards have had a long life with only the basics changing with 
business conditions. Collectively, these standards have an incredible 
empowering effect on the employees to think and act independently with 
innovation for both the benefit of the customer and the organization. 
Since the Credo stresses "understanding the guests and 
anticipating the unfulfilled wishes of the guests," the hotel continually 
learns and innovates for quick personal service. 
It has been clearly demonstrated in the preceding paragraphs that 
it is organization's senior leaders which set directions and create a 
customer focus, clear and visible values, and high expectations. The 
directions, values, and expectations balance the needs of all stakeholders. 
289 
Leaders ensure the creation of strategies, systems, and methods 
for achieving excellence, stimulating innovation, and building knowledge 
and capabilities. The values and strategies help guide all activities and 
decisions of the organization. Senior leaders inspire and motivate the 
entire workforce and encourage all employees to contribute, to develop 
and learn, to be innovative, and to be creative. 
Senior leaders serve as role models through their ethical behavior 
and their personal involvement in planning, communications, coaching, 
development of future leaders, review of organizational performance, and 
employee recognition. As role models, they reinforce values and 
expectations while building leadership, commitment, and initiative 
throughout the organization. 
It is becoming increasingly clear that paying a mere lip service to 
service quality and related issues won't take an organization anywhere 
but essentially it is the top management which leads and champions the 
cause of quality. 
2. Strategic Planning: 
Strategic planning plays an important role in delivering service 
quality which is amply clear from the case studies. Customer-driven 
quality is a strategic view of quality. The focus is on the drivers of 
customer satisfaction, customer retention, new markets, and market 
share—key factors in competitiveness, profitability, and business success. 
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In case of Jet Airway's strategic planning plays an extremely 
important role in delivering service quality. The airline has undertaken a 
comprehensive review of the company's business processes so as to align 
the people and systems components of the business process with the 
customer-driven strategy. 
Conscious efforts are being made to reinforce the customer-driven 
focus and quality-orientation conveyed in top management's vision for 
excellence to all employees. The service excellence programme forms the 
main vehicle for company-wide definition and understanding of the 
shared values through top-down conmiunication as exemplified in the 
management speeches at service excellence conventions, as well as 
bottom-up communication of departmental missions and quality 
improvement projects to the service excellence council chaired by the 
Chairman or General Manager: Service Quality and Customer Relations 
from time to time. 
It is believed at Jet Airways' that the more the service quaUty 
issue is discussed within the company, the greater the understanding will 
be of what it means in the day-to-day working environment of the 
employees and the better the company will be in achieving it. It is still a 
long way fi-om saying that the service excellence quality customer service 
approach has been completely integrated into the company, but there is 
clearly a significant transformation of the corporate culture that is 
becoming more customer driven and quality oriented. 
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In case of Citibank strategic planning plays a vital and 
definitive role in shaping the quality of service. Strategic planning 
ensures that each employee in the bank understands how his or her job 
directly supports the legendary service. As part of the Performance 
Management and Development Process (PMDP), each employee 
develops an Individual Performance Plan (IPP) defining specific goals 
and action plans that support customer service. During visits to the 
branches and business areas, members of the EMC ask employees to 
share their IPP's and to identify any obstacles to achieving these goals. 
The EMC also adopted benchmarking as a strategic tool to 
identify innovative market solutions. Banks have traditionally 
benchmarked performance against other banks. However, the process of 
benchmarking outside the industry led the EMC to observe a trend in the 
retail industry whereby combinations of insurance, investment services, 
and real estate needs are offered to consumers under one roof 
In case of Eastern India Hotels strategic development is the 
process that enables senior leaders to make specific decisions that set 
direction for business excellence and service quality. An extensive 
analysis is done to understand the current state (and expected future state) 
of the macro environment in which the hotel operates. The key result of 
the analysis is a projection of the future state of the hotels relative to 
competitors and expectations of hotel owners in primary performance 
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areas, especially service quality. Subsequently, service and other key 
gaps are identified through benchmarking. 
Each year the in-charge of quality is responsible for evaluating 
and improving the Strategic Planning process. Benchmarking other hotels 
is used extensively for continuous improvement. The quarterly 
performance reviews are translated into opportunities for improvement 
and innovation. These decisions are determined by process owners with 
assistance from the special organization of directors of quality. 
3. Customer and Market Focus: 
In a rapidly changing competitive environment, many factors 
affect customer preference and loyalty and an organizations interface 
with customers in the marketplace. This makes it necessary to listen and 
learn on a continuous basis. To be effective, listening and learning need 
to be closely linked with the organization's overall business strategy. 
Jet Airways experience in presenting a quality look as a 
component of its service quality strategy extends through many areas in 
the physical environment of the airline, including the decor of its front-
office ticketing counters, its counters at the airports, the cabin interior of 
its aircraft, the uniforms of its cabin crew and other frontline staff, the 
presentation of in-flight meals, the appearance of our check-in counters, 
and so on. Knowledge of customer groups and market segments allows 
an organization to tailor listening and learning strategies and marketplace 
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offerings, to support and tailor its marketing strategies, and to develop 
new business. 
A relationship strategy may be possible with some customers^but 
not with others. Differing relationships may require distinctly different 
listening and learning strategies. The use of e-commerce is rapidly 
changing many marketplaces and may affect listening and learning 
strategies, as well as the definition of customer groups and market 
segments. 
Selection of listening and learning strategies depend on the 
organization's key business factors. Increasingly it is becoming clear that 
companies interact with customers via multiple modes. Some frequently 
used modes include focus groups with key customers; close integration 
with key customers; interviews with lost customers about their purchase 
decisions; use of the customer complaint process to understand key 
product and service attributes; won/lost analysis relative to competitors; 
and survey/feedback information, including information collected on the 
Internet. 
Jet Airways' makes it a point to seek feedbacks regularly from 
passengers. From the very beginning, it has been offering service 
monitoring questioimaires (SMQ) for passengers to fill out during the 
flight. 
Passengers are asked to rate Jet on issues ranging from 
accessibility at the airport to the cabin crew behavior, food and the 
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overall experience of flying Jet. These questionnaires are mandatory on 
every flight. Not only is the staff encouraged to proactively distribute the 
forms, it is also announced on the overhead speakers. These responses are 
analyzed to raise the quahty standards. 
Although most of the ratings received tend to be good or 
excellent, the airline asks its staff to improve on ratings periodically. If 
the crew gets 60% excellent rating in one area they are asked to improve 
it to 70% the next time. 
The quality department says that the bulk of complaints pertain to 
airport services. In fact, the top five customer complaints account for 32 
percent of the total complaints received by the airlines. These include 
attitude of the staff and handling of situations, rescheduHng flights due to 
weather conditions or unavoidable delays, travel agents and ticketing 
problems, baggage related issues, and food. 
In determining customers' satisfaction, a key aspect is their 
comparative satisfaction with competitors and competing or alternative 
offerings. Such information is derived from comparative studies or from 
independent studies. The factors that lead to customer preference are of 
critical importance in understanding factors that drive markets and 
potentially affect longer-term competitiveness. 
Citibank feels that longstanding relationships carry a benefit: 
customer loyalty despite the presence of lower-price lenders. Citibank has 
loyal customers in three segments: consumer, small business, and 
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commercial or corporates.Throughout the month, every segment of the 
community, every ethnic group, and every income group at the branch. 
Each customer is important to Citibank; each customer expects the best 
service and gets it. 
In order to meet customer expectations in products and services, 
the bank participates in industry forums, conducts an ongoing Customer 
Outreach Program, and reviews survey results and customer complaints 
to understand what factors contribute to customer loyalty. 
Several times a year, the bank officers attend financial service 
forums and bring back ideas on the emerging needs of customers. 
Through these industry forums, leaders provide input into the Strategic 
Planning Process on competitive and business environments, regulatory 
change, shifts in customer expectations, and channels of distribution. 
Several industry periodicals are circulated each month throughout 
the EMC. Each month, the EMC meets to discuss, in part, customer 
strategies, issues, and opportunities that are covered in these articles. One 
of the EMC members is assigned an article and leads the discussion. 
Products and services that meet the financial needs of customers 
today and tomorrow and that are reasonably priced are one cornerstone of 
Citibank's success story. The other is the ability to build and maintain 
relationships with customers. Citibank recognizes that the key benefit of 
building relationships with all customer segments is retention and the 
opportunity to sell additional services. Whenever Citibank explores new 
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product offerings, customers are contacted to determine what features are 
important to them. 
Customers care about the quahty of the products and services that 
they receive. Customers want responsiveness, accuracy, timeliness, 
professionalism, and friendliness of service. Citibank has correlated this 
information with its findings from outreach calls and developed a set of 
service standards for both retail and commercial customer segments. This 
reinforces Citibank's findings about the relative value of service to 
customers. Although it knows that its 100 percent goals are impractical 
targets to achieve, it nevertheless wants to set a standard and 
communicate a performance message to employees that it is customer 
driven. 
Customers obtain assistance at the bank in several ways. A toll-
free telephone number is printed on the account statement and provides 
customers with access numbers throughout the state. Also, some officers 
and branch managers of local banks publish their telephone numbers in 
local phone directories. Citibank uses complaint information as another 
way to receive feedback from customers and identify opportunities for 
improvement. 
At the EIH customer and market focus concentrate on the 
information needed for hotel development and operation and service 
excellence. After a fiill understanding of the market segments is gained, 
customers and their relative priorities, the hotel develops and distributes, 
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internally, a 6P concept. The concept consists of (1) problem or need of 
the customer (2) Product (what is it) (3) Promises (what it can do for the 
customer) (4) Personal Advantage (What can the customer do because of 
it (5) Positioning (the benefit of it versus the competition) and (6) Price / 
Value (what customers must give up in time or money to get it). These 
concepts lay the groimdwork for process design. 
The 6 P's concept typically creates a vision of well-being, which 
resuhs from the purchase of EIH products - genuine care, comfort and 
prestige. By disseminating this information into the marketplace, an aura 
of competence is reinforced. 
4. Information Management and Analyses: 
As the saying goes 'Information is Power'. Any organization 
which has an excellent information management and analyses system in 
place has a competitive edge over its competitors. The key in design of 
such systems is whether the system is company centric or customer 
oriented. 
Jet Airways' has invested substantially in technology such as 
computer systems, modem aircraft and other high-tech equipment for 
reservations, scheduling, engineering maintenance and in-flight 
entertainment which is necessary to keep up with the competition, or to 
improve the speed and efficiency of operations. 
Computerization of Catering Operations serves as an example 
from Jet Airways' experience with leveraging technology to add-value 
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for the customer. While this can be viewed as a measure to improve 
efficiency, Jet Airways' will be able to provide even better service to its 
customers with more effective and efficient systems in place. Information 
technology (IT) has long been a tool used in product development to gain 
a competitive advantage, and it is now being used even more effectively 
in service conception and delivery. 
Citibank has created an environment that has turned volumes of 
data on customers, operations, and employees into quality information for 
analysis. Its initiation into process management has provided the basis for 
evaluating and improving the bank's approach to data collection and 
analysis. 
The objective is to develop a system that not only monitors, 
analyzes, and reports on performance but also is used to drive strategic 
decisions. A new system is being implemented that will provide data 
warehouse capabilities with predictive modeling to support the bank's 
customer relationship management strategy. It will provide Citibank with 
the ability to identify customer needs and more effectively design 
products and services for different customer groups. The analytic 
capabilities of this system will create a more efficient sales effort and 
more intelligent competitive pricing. 
As Citibank has moved into electronic banking, this need to 
safeguard data and information has become more visible and important as 
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links outside Citibank become more pervasive and opportunities for 
fraudulent activities occur. 
Although - basic security and access requirements have not 
changed substantially in recent times for Citibank, the introduction of 
electronic banking has added a new dimension. As it was being 
developed, the CIP allowed the Trust Team to understand and quantify 
customer, security, regulatory, and business requirements for this new 
offering and to design it to meet all stakeholder needs. 
Meanwhile two basic type of measurements are used at Eastern 
India Hotels: (1) Organizational Measurements for upper managers at 
both the corporate and hotel levels and (2) Operational (i.e. Process) 
measurements for planning, assessing and improving daily operations 
Since the Groups customer requirements extend beyond the 
functional to the sensory (which are difficult to measure), it relies on the 
Standards to measure quahty during operations. Most of these measures 
are used by line level employees. This is done effectively since the 
workforce is selected, trained, certified, reinforced and rewarded. This 
qualifies them to design the appropriate sensory measurements that allow 
them to assess their work and take appropriate actions. 
There are three types of comparative data at the lEH (1) 
comparisons to industry and its competitor (2) benchmarks outside the 
industry and 3) benchmarks inside the company. Since it began formal 
benchmarking it has found it highly useful as it has pushed it over the 
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years to even higher target levels of performance and road maps to get 
there. 
Since the group place such a strong emphasis on fact-based 
decision making, reliability of the date is critical. It relies on its highly 
trained workforce (including statistically trained at all levels) to insure 
data and information reliability. At the Corporate level, it assigns 
individual process owners to assure data can withstand scrutiny and 
provide background information. It also retains third-party specialists to 
provide independent reviews of information analysis and processes. 
5. Human Resources Management: 
A company may have all the technology and resources yet service 
quality may not actually improve unless the employees decide to do so. 
Employees to be proactive in their approach to service delivery 
excellence need to be empowered and must have the requisite tools at 
their disposal to address service issues. Creative, dedicated, enthusiastic 
service professionals who routinely make business decisions and 
improvise when necessary are the foundation of excellent service. 
Serious service improvement involves people meaningfiilly in 
every aspect of service delivery, including service planning, innovation 
and process improvement. It means replacing many "rules" with 
judgment, allowing for greater flexibility in front-line decision-making 
within well defined parameters. It requires more trust between leaders, 
employees and their unions, a greater sharing of information and an 
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unprecedented commitment to continuous education. The heroes in a 
customer-focused culture must be highly trained, enthusiastic front-line 
service professionals who make hundreds of decisions daily to deliver a 
customized product/service faster than ever before. 
The above fact has been amply demonstrated by Jet Airways' 
approach to training and development. It promotes cooperation, initiative, 
innovation, and flexibility through a cross-functional, team based work 
design, the Jet Airway Way, comprehensive training, aligned rewards and 
recognition, and carefiil recruiting. 
The concept is to build Jet Airways' into a learning organization 
through the training centre, where staff can continually expand their 
capacity to create results they truly desire, where new patterns of thinking 
are nurtured, where collective aspirations are set free and where people 
are continually learning how to learn together. This concept is based on 
management's belief that organizations that will truly excel in the future 
will be the organizations that discover how to tap the employees' 
commitment and capacity to learn, at all levels in the organization. 
Jet Airways' Performance Management Process is a 360-degree 
process that involves employees in setting annual goals and objectives 
that link to division or department objectives, developing action plans and 
measuring their performance. The process includes internal customer 
feedback from peers, an employee self-evaluation, and senior feedback. 
302 
Jet Airways' has invested a huge amount of money on a new 
high-tech training centre which is scheduled to begin operations. The new 
training centre will house the Learning Centre, Computer Centre and a 
hostel with facilities for conferences and lectures, banquet facilities and a 
swimming pool. Jet Airways 'intends to develop the training centre into 
an intelligent, high-tech development centre benchmarking world-class 
management institutions. 
Jet has used the training facilities of Ansett (Australia) for the 
training and conversion of its pilots and engineers and to help it achieve 
world class norms in service, Speedwing (a British Airways subsidiary), 
assisted it in conducting a programme on Customer Service Excellence 
for staff across functions at all levels. 
While Citibank believes that enthusiastic and empowered 
employees are not only key to efficient operations, but they are the key to 
achieving its vision of service excellence. Citibank's strategy is to 
differentiate itself from the competition by attracting, retaining, and 
training its employees to provide better service than that provided by the 
competition and to care more about customers than its competitors do. In 
order to do this. Citibank's employees are held responsible for delivering 
against the three values of the Trust Model: Trust, Action, and 
Commitment. To support them in achieving this goal. Citibank provides 
employees with many opportunities to contribute to the success of the 
organization. Citibank offers a team environment, career opportunities. 
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education and training, competitive compensation and benefits, reward 
and recognition, and a safe and healthy work environment. For the most 
part, Citibank has achieved a good employee retention rate and favorable 
ratings on the Employee Satisfaction Survey. 
Best practices are also encouraged. Employees' innovations and 
ideas generated are communicated to other departments and to the 
branches by being published in the newsletter. 
Citibank's commercial success clearly can be attributed to the 
bank's ability to build long-term relationships with its customers. 
Citibank believes the same is true for its employees. Starting with new 
employee orientation. Citibank's employees are celebrated as the drivers 
of the bank's success. 
This belief is reinforced through employee recognition and 
compensation programs. During the new employee orientation, 
employees are introduced to the concept that there is a direct link 
between their day-to-day work and Citibank's success. Every employee is 
eligible for financial incentives for meeting or exceeding customer-
defined expectations. When an employee is commended for outstanding 
service by an external customer, he or she is eligible for special 
recognition. Managers are given wide latitude to motivate and empower 
employees. 
EIH consists of multi-skilled workforce, including team players 
who have pride of ownership, translating organizational vision into 
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reality. People are nurtured through permanent learning and skill 
improvement, and are respected, heard and encouraged to do their best. 
EIH is recognized as best practice for training and developing its people. 
The group has a multinational workforce which has been exposed to 
different cultures, problems and situations and can use its experiences to 
enrich the local employees whether in India or overseas. 
Its education and training is designed to keep individuals up to 
date with business needs. . It uses input from employees and their 
supervisors in determining educational needs primarily via a review and 
analysis of their performance appraisal documents. The Hotel Director of 
Training and Development and the Quality Trainers also receive and 
consider director feedback from the employees. When training is 
designed, it is piloted and approved in a fashion similar to the new 
product and service development process. Participants in the pilot provide 
direct, candid feedback to the designers and instructors. 
A large percentage of the training received by the employees is 
from in house sources which allow EIH to have direct control over the 
method of training dehvery and evaluation. To gain real-life 
developmental experiences, employees make extensive use of 
developmental assignments in which people choose to expand their 
knowledge and experience through requesting new assignments within 
and across hotels and functions. Since most of EIH executives came up 
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the ranks this way, this is a widely accepted and expected process for 
people who would like to be promoted. 
Annual performance appraisal information is evaluated to identify 
weaknesses in approach to training and development. The Group 
determines employee well-being, satisfaction and motivation from formal 
surveys designed, analyzed and compared to world-class companies, via a 
consulting specialist. The results are compared to outside world - class 
service companies and other hotel groups. Impartiahty of survey analysis 
and recommendation is assured by independent and objectively designed 
analysis and presentations. 
6. Process Management: 
Process Management is the focal point for all key work processes. 
Built into the Category are the central requirements for efficient and 
effective process management: effective design and a prevention 
orientation. 
Without proper alignment of processes there are always chances 
of errors and service failure. In the case of Jet Airways', their quality 
focuses are standards backed by quality processes: there are norms laid 
out for all areas of customer experience, from reservations to check-ins, 
departure, in-flight services, arrival and post flight. 
Whenever there is negative customer feedback, or there are in-
house service detractors, the feedback is mapped against set process to 
check where the non compliance happened. This is then remedied by 
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communication and training where needed. If the processes are complied 
with and there is still customer dissatisfaction, or where standards are 
loose, cross-functional teams are set-up to tighten them and redraw the 
processes. 
Jet Airways uses Quality Function Deployment as a "technique 
for converting the customers' demands into 'quality characteristics' and 
developing a design quality for the finished product by systematically 
deploying the relationship between the demands and the characteristics, 
starting with the quaUty of each fiinctional component and extending the 
deployment to the quality of each part and process". 
Meanwhile Citibank feels that achievement of service excellence 
is dependent not only on providing excellent service at the point of 
customer contact but also on building products, services, and delivery 
systems that meet the requirements of the customer. It is also critical to 
maintain those processes through process management to ensure that they 
continue to meet the current needs of the customer and to deliver 
products and services that meet the future financial services needs of the 
customer. 
Technology has provided Citibank with the opportunity to offer 
the same types of products and services that are offered by other banks. 
The design of financial products and services is highly dependent on 
technology. As new technologies emerge, such as image processing. 
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Citibank is able to offer a wider range of products and services to its 
customers. 
Citibank's product, service, and delivery channel design process 
takes into consideration the unique relationship the customer has with the 
bank in the production and delivery of products and services. For the 
most part, these products and services are delivered in person at the 
branch system or via telephone through the center's sales and 
telemarketing activities. In a sense, the production and delivery of those 
services involve the customer. The customer simultaneously creates and 
uses the service product. 
The focus on continuous improvement provides Citibank with a 
competitive edge in achieving Legendary Service through its products 
and services. Citibank's commitment to continuous improvement is 
evident from the recent improvements to its process management. The 
Continuous Improvement Process (CIP) was adopted based on 
benchmarking one system. This process was then adapted by Citibank to 
meet the unique requirements of its financial services business. Several 
features have been incorporated into the CIP based on key steps used by 
other best-practice companies. Citibank plans for both its product 
development teams and process improvement teams to use CIP. The use 
of CIP in product design is currently being piloted in the cross-functional 
development of Citibank's and Internet services. 
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EIH too banks heavily on process management to deliver service 
quality. It is a process-focused organization with many standard 
procedures. Top management emphasize that processes must be 
thoroughly planned so that they can give their employees the means to 
meet standards, create a market and thereby provide excellent service 
quality. 
Through its market research which concentrates on the quality of 
hotel development and operations, they have identified key production 
processes. In addition, it has conducted formal discussions between 
support and operations employees and internal and external customers to 
identify administrative and support processes which impact the hotel 
products and company's mission. 
The specific actions taken to deploy the aimual process 
management approach flow from its strategic planning process to every 
job level and category in the hotel. During the annual strategic planning 
process, it incorporates changing customer/market requirements into 
production and support processes. This assists the hotel in prioritizing its 
processes. 
Each production and support process is assigned an "Executive 
owner" at the corporate office and a "Working owner" at the hotel level. 
These owners are responsible for the development / improvement of these 
processes. They have authority in defining the measurements and 
determining the resources needed to mange these processes. They involve 
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all concerned in determining what must be done differently to reach the 
objectives. 
The design of key production and support processes is modified 
for each new hotel based on factors such as market research, facility 
design and operating conditions. These process changes address quality, 
learning's from past hotels, cost control and general effectiveness and 
efficiency. Standing cross-functional teams at all levels use customer 
survey inputs to improve key processes. 
7. Supplier Quality Management: 
In modem industrial production, the interdependence of buyers 
and suppliers has increased dramatically. The supplier becomes an 
extension of the buyer's organization to a certain extent. A revolution in 
the relationship between buyers and suppliers has emerged in the form of 
supplier partnership. Working collaboratively with suppliers on a long-
term basis is truly beneficial. Working with the supplier as a partner in a 
long-term relationship of loyalty and trust to improve the quality of 
incoming materials and decrease costs. A long-term relationship between 
purchaser and supplier is necessary for the best economy. 
Jet Airways is committed to provide it customers with a world-
class travelling experience. To offer the finest quality of service, it has 
alliances with some of the best airlines, hotels, cellular service providers 
and car rental services. 
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At Jet Airways there is a team which drives supplier management. The 
purpose of the team is to improve both suppliers' performance and Jet's 
purchasing productivity. This' team establishes the framework for 
managing suppUer performance, designs and coordinates the Supplier 
Quality Conference, and initiates and communicates improvements to the 
supplier management process. 
As a service organization, Jet Airway's goal is that all goods and 
services meet Jet Airway's quality standards. A Customized Supplier 
Performance Management Approach Model allows buying units to 
determine which suppliers consistently deliver to requirements. 
Citibank procures products and services from numerous vendors 
to support the administrative, marketing, facilities management, and 
many other areas of the bank. Although the purchasing department 
centralizes the procurement of office supplies and equipment such as 
copying machines, the business areas are responsible for procuring and 
managing licensed software, hardware, equipment, and supplies directly 
from the vendors. 
Computer systems, both hardware and software, form such an 
integral component of Citibank's business that they are a primary element 
of the Strategic Planning Process. This ensures that Citibank's systems 
are always able to handle its business needs. The head of Information 
Technology Management (ITM) and Operations is responsible for 
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strategic technology management to ensure that emerging trends in 
software and hardware systems are identified. 
On a periodic basis, some suppliers meet with Citibank managers 
to review performance results that they track. Outsourced vendor 
relationships minimize the costs employed with inspection and testing 
because vendors conduct their own data quality audits and tests to ensure 
data integrity and reliabihty. 
Each functional area is responsible for managing and improving 
business processes. Every business, product, operations, or administrative 
manager understands the importance of continuous improvement in 
contributing to the success of Citibank. Each manager explores ways to 
improve the effectiveness and efficiency of supplier relationships. 
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Comparative Analysis 
Organization 
Jet Airways 
Citibank 
Leadership/Top 
Management 
-Pro-active 
participation in quality 
improvement 
-Takes personal 
interest in solving 
quality related 
problems 
-Feels service 
quality excellence is 
a philosophy, a 
paradigm for 
continuous 
improvement 
-Highly committed to 
service quality 
excellence 
-Top Managements 
vision of providing 
legendary service 
- Coined the slogan 
'The Citi never 
sleeps' 
-The CEO regularly 
meets the employees 
to motivate them 
and practically 
demonstrate the 
concept of legendry 
service 
Strategic Planning 
-Alignment of business 
processes to align 
people and systems 
with customer dnven 
strategy 
- Reinforcing corporate 
culture to foster 
change 
- Service excellence 
program for company 
wide definition and 
understanding of 
service excellence 
Formation of 
Extended Management 
Committee 
EMC actively 
propagate the vision of 
legendary service 
- formation of trust 
teams 
- Entrepreneunal style 
of management 
-Trust team responsible 
for improving the 
quality of service 
- Plays an important 
role design of new 
services/products 
Customer and 
Market Focus 
-Providing international 
standards on domestic 
airlines 
-Uses counter 
observations to monitor 
customer problems and 
difficulties 
-In-flight surveys to 
gauge customer 
satisfaction and improve 
quality of service 
-Special service 
momtonng 
questionnaires 
-Focus on management of 
tangibles with intangibles 
to deliver service 
experience 
- Flexible menu system 
for customer delight 
-Conducts customer 
outreach program to 
monitor customer 
satisfaction and 
complaints 
- Participates in vanous 
industry forums 
-Employs Directserve, a 
computerized system for 
handling customer 
complaints Most of the 
customer complaints are 
resolved by Directserve 
- Toll-free numbers for 
complaint registration 
- Administration of new 
account opening 
questionnaires to gauge 
satisfaction with services 
and products 
-Most complaints 
resolved at branch or 
manager level Senior 
managers handle high 
asset customers 
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Eastern India 
Hotels 
-Personal charge for 
managing quality. 
-Management defines 
traits of all company 
products and 
services. 
- Responsibility of 
translating the 
company vision into 
basic standards to 
clarify the quality 
responsibilities. 
- personally training 
employees in the 
vision and mission 
of the company 
-Starts with macro 
environment analysis. 
-Identification of the 
current - state - and 
expected future state in 
which the group 
operates w.r.t financial 
and operational issues, 
(e.g. type of 
services/pdts etc.) 
-Based on macro 
environment analysis 
mission, strategies and 
methods are confirmed 
or modified. 
-Key production 
processes are 
identified and aligned 
with the strategic plan 
-Has adopted the 6P 
concept. 
-Complaint resolution 
. process. 
Operation of 
classification database to 
classify customer needs 
and preferences. 
- Standard performance 
measurements. 
- Exit questionnaire 
survey to monitor 
customer satisfaction. 
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Organization 
Jet Airways 
Citibank 
Comparative Analysis 
Information 
and Analysis 
-Extensive use of 
IT in service 
delivery and 
"conception. 
- Computerization 
of catering 
operation. 
- Online booking 
and reservations. 
IT enabled 
scheduling, 
engineering, 
maintenance and 
in-flight 
entertainment. 
-SERQUAL used 
to identify gaps in 
service. This 
information is 
analyzed to 
provide inputs 
into 
service/product 
design. 
-Believes in 
Management by 
fact, using data 
on customers, 
employees and 
operations into 
quality related 
data. 
-Development of 
a system for 
monitoring, 
registering, and 
taking strategic 
decisions. 
-System is used 
to identify 
customer needs 
and designs 
product and 
services more 
effectively. 
- Use of IT for 
providing online 
banking and other 
e-services. 
Human 
Resources 
-Extensive focus 
on training and 
development to 
improve service 
quality. 
- Huge investment 
in TDQP. 
- Establishment of 
high-tech training 
park. 
Collaboration 
with Ansett 
Airlines (Aus) for 
training. 
Focus on 
converting Jet into 
a learning 
organization. 
- Attractive reward 
and recognition 
system to motivate 
employees. 
- Excellent work 
environment. 
- Extensive training 
and development 
facilities. In house 
courses, libraries 
and multimedia 
facilities. 
Individual 
performance plans 
identifies key 
training needs of 
each individual. 
Management 
development 
programme in 
place. 
- Hiring the best 
program for 
recruiting new 
employees in place. 
- excellent work 
conditions and 
rewards & 
recognition in 
place. 
Process 
Management 
-Quality function 
deployment to 
design 
services/products. 
-SERVQUAL is 
used to identify 
service gaps and 
improve services. 
- Design personnel 
have extensive 
design experience 
implying foolproof 
service design. 
Processes are 
designed in such a 
way that they 
minimize chances 
of human error but 
at the same time 
keeping the 
convenience of 
customers as of 
paramount 
importance. 
- Service design 
incorporates 
customer 
requirements. 
- Extensive use of 
QFD and 
benchmarking in 
designing 
processes, service 
and products. 
Product 
management is 
responsible for 
development of 
new product and 
services. 
- Cross functional 
teams play an 
important role in 
product and service 
design. 
Product 
development and 
strategy aligned 
with strategic 
planning. 
Supplier Quality 
Management 
- Outsourcers large 
numbers of services 
and product hence 
maintains a long term 
relationship with 
suppliers. 
-Helps m supplier's 
quality related 
activities. 
- Has a strict quality 
control and 
inspection of 
services/product 
regime in place. 
- Conducts regular 
supplier audit. 
-Outsourcing to avoid 
capital investment 
and provide 
customers with 
cutting edge 
technology. 
-Each business-
operational or 
technical, identifies 
requirements and 
manages supplier 
performance. 
-Product 
specifications and 
service levels are 
negotiated through 
vendor contract 
process. 
-Continuous review 
of supplier 
performance. 
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Organization 
Eastern India 
Hotels 
Information 
and Analysis 
-Use of 
classification to 
identify and 
classify customer 
-needs and 
preferences. 
-Service quality 
indicators to 
monitor service 
quality. 
-Analysis of exit 
questionnaires to 
improve service 
and product 
quality. 
Process 
information is 
used for planning, 
assessing and 
improving service 
quality. 
Human 
Resources 
-Focus on Training 
and development to 
increase job 
performance and 
satisfaction. 
-Orientation -
programmes to 
imbibe company 
values, vision and 
mission. 
-Human resources 
department and 
quality executives 
revise training 
requirements 
continuously. 
-Training 
evaluation through 
examinations. 
-Training through 
in-house sources, 
allows EIH direct 
control. 
-Annual 
performance 
appraisal evaluated 
to identify 
weaknesses in 
approach to 
training. 
Excellent 
rewards, 
recognition and 
work systems. 
Process 
Management 
Process 
thoroughly planned 
to give employees 
the means to meet 
standards. 
Assigning of 
processes to 
executive and 
working owners to 
improve processes. 
- Standing areas 
functional teams at 
all levels use 
customer survey 
inputs to improve 
processes. 
Processes are 
designed/modified 
based on market 
research, facility 
design and 
operating 
conditions 
Supplier Quality 
Management 
-Strict quality control 
on all items 
especially perishables 
(food etc.) 
Long term 
relationship with 
suppliers. 
- Has strict quality 
norms for both 
service and products 
which are outsourced. 
-Vendor development 
process. 
- Helps in supplier 
quality management 
and conducts regular 
audits. 
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Chapter 6 
CONCLUSION 
6.1 Introduction 
The new millennium will belong to those organizations, which are 
able to learn faster than their competitors. They will need to be adaptable 
and flexible to gain a competitive edge. If one looks at some of the 
success stories like EIH, Jet Airways and Citibank, we will discover some 
common attributes. For instance, their ability to respond quickly to 
customers direction provided by the top management and leadership, 
develop new products and dominate emergent technologies. And more 
importantly, their unique approach to managing the creation of 
knowledge and a focus on internal and external customers. 
Organizations should realize that continuous learning is the only 
way to develop and sustain their competitive edge. Several organizations 
fail to understand this. The organizational structure of the future is a 
learning organization focusing at creating and gaining knowledge for 
improved performance and building a competitive edge. The truly 
successful organizations of the future will discover how to tap people's 
commitment and capacity to learn at all levels. As Ikujiro Nonaka says, 
"In all economy the only certainty is uncertainty; the one sure source of 
lasting competitive advantage is knowledge." The main objective of 
knowledge creating companies is continuous innovation. Getting people 
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to learn is largely a matter of motivation. When an organization has 
people with the right attitude and commitment, learning automatically 
follows. 
For consistent development and maintenance of services, products 
and standards there is no other way but to impart training to personnel at 
all levels. In this process, the managers must have very clear concept 
about standards, norms of customer satisfaction and services and 
standards. They must also realize the need of preparing their team 
members in achieving the objective of the organization and beneficial 
discharge of their duties. 
6.2 Interpretations of Results and Brief Summary 
One of the most interesting parts of conducting research is to 
interpret the research findings; however, caution should be exercised in 
interpreting the results obtained fi'om questionnaire survey (Madu, 1998). 
There may be a temptation to overstate the findings. In fact, interpretations 
should be based on a total view of the sampling fi-ame. For example, the 
use of small samples may reduce the power of the test. Therefore, care 
should be taken not to over-generalize the results. There are several 
inherent weaknesses in the questionnaire survey. 
When analyzing the data in questionnaires, it is important to keep in 
mind the following issues: 
1. The results might be affected by the position of the 
respondents in the firms. For example, in most cases the 
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persons who had the most responsibilities for quality 
management completed the questioimaires. These 
respondents' views might be different from those of other 
persons in the firms. 
2. The results might be affected by the education and quality 
management knowledge of the respondents. 
3. Some respondents might tend to answer questions in a way 
that would show their firms in a positive light. 
4. Some respondents might tend to answer questions in a way 
that would show their firms in a negative light. 
Thus, consideration should be given to these factors when 
interpreting research findings. The major findings are presented below for a 
brief recap. 
TQM Implementation 
From the questionnaire survey it can be concluded that most of the 
organizations are implementing a system similar to TQM whether formally 
or informally. This implementation has positive effects on employee 
satisfaction, service quality, customer satisfaction, and business 
performance. Therefore, this research supports many findings from other 
researchers. Concerning the effects of the TQM elements on service quality 
and corporate performance, the following paragraphs provide detailed 
explanations. 
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Top Management Commitment and Leadership 
The findings reveal that leadership has a positive effect on service 
quality, employee satisfaction, strategic planning and overall business 
performance. If the characteristics of Indian service organizations are taken 
into account, it is much easier to understand the important roles of top 
management in Indian firms. India is now trying to establish modem firm 
systems. Various firms (including state-owned) have received more 
decision making autonomy than ever before. Regarding day-to-day 
operations, the government has no direct administrative authority. It is the 
role of top management to determine the firm's vision, strategy, policy, 
long-term goals, and the way to achieve these objectives. 
Top management is in charge of managing employees, motivating 
them to participate in quality improvement activities, encouraging them to 
share in the firm's vision, empowering them to solve quality problems, 
arranging resources for their education and training, and rewarding them 
for their quality improvement efforts. The case study as well as the survey 
indicates that top management is one of the most important factors leading 
to the success of service quality improvement efforts and strategic business 
performance. Although employees' income is the most important factor 
affecting employee satisfaction, employees being treated equally by top 
management are another important factor for overall employee satisfaction 
An organization's senior leaders should set directions and create a 
customer focus, clear and visible values, and high expectations. The 
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directions, values, and expectations should balance the needs of all the 
stakeholders. Leaders should ensure the creation of strategies, systems, and 
methods for achieving "excellence, stimulating innovation, and building 
knowledge and capabilities. The values and strategies should help guide all 
activities and decisions of the organization. Senior leaders should inspire 
and motivate the entire workforce and should encourage all employees to 
contribute, to develop and learn, to be innovative, and to be creative. 
Senior leaders should serve as role models through their ethical 
behavior and their personal involvement in planning, communications, 
coaching, development of future leaders, review of organizational 
performance, and employee recognition. As role models, they can reinforce 
values and expectations while building leadership, commitment, and 
initiative throughout your organization. 
Strategic Planning 
The findings strongly indicate that strategic planning has a positive 
impact on service delivery. All the three firms have various plans such as 
strategic business performance plans, quality policies, quality goals, and 
quality improvement plans. In most cases, quality goals and strategic 
business performance plans were assigned by the administrative bureaus. 
However, these firms had their own objectives that were based on the plans 
from the administrative bureaus. Generally, top and middle management 
made these plans. This vision and plan statements effectively encouraged 
321 
employees to work hard to improve service quality, reduce costs, and 
satisfy customers. 
Customer and Market-Focus 
Customer and a market focus have a positive effect on customer 
satisfaction and thereby service quality. The implementation of a market 
economy in India has caused competitive pressures to increase. They have 
had to pay more attention to the quality of products and services. The 
current situation is totally different from several years ago. All the firms 
conduct market investigations and customer satisfaction investigations in 
order to improve their quality of products and services. 
All of them established formal feedback systems in order to collect 
customer complaint information and provided quality warranty and after-
sales services in order to pursue customer satisfaction. Some even provided 
quality guarantee deposit. These customer-oriented measures contribute to 
customer satisfaction in one way or another. 
Means of competition that reduces price among repeat buyers is 
therefore becoming increasingly important. In fact, today's customers are 
much harder than ever before; it is very difficult to delight them. They are 
smarter, more price-conscious, more demanding, less forgiving, and 
approached by more competitors with equal or better offers. If the firm 
increases customer satisfaction by lowering its price or increasing its 
services, the result may be lower profits or lower annual sales. Spending 
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more to increase customer satisfaction might divert funds from increasing 
the satisfaction of other partners such as employees and suppliers. 
The impact of customer satisfaction on repeat business is not the 
same for all industries. All firms are not equally affected by customer 
satisfaction. If a firm serves a large number of customers, it is possible that 
it has some problems with customer dissatisfaction. It is more difficult for 
the firm with a large market share to have a high average level of customer 
satisfaction, especially if customer tastes are heterogeneous. 
However, in the long run, customer satisfaction and service quality 
go along with strategic business performance. Although it may be that the 
economic returns from improving customer satisfaction are not 
immediately realized. 
Information Management 
Any organization which has an excellent information 
management and analyses system in place has a competitive edge over its 
competitors. The key in design of such systems is whether the system is 
company centric or customer oriented. 
Information technology (IT) has long been a tool used in product 
development to gain a competitive advantage, and it is now being used 
even more effectively in service conception and delivery. 
Managing information can require a significant commitment of 
resources as the sources of data and information grow dramatically. The 
expanding use of electronic information within organizations' operations, 
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as part of organizational knowledge networks, from the Internet, and in 
business-to-business and business-to-consumer communications 
challenges organizational abilities to ensure reliability and availability in -
a user-friendly format. 
Data and information are especially important in business 
networks, alliances, and supply chains. Use of this data and information 
should recognize the need for rapid data validation and reliabiUty 
assurance, given the increasing use of electronic data transfer. 
Human Resources Management 
All of the firms used some type of teams as part of their service 
quality efforts. These teams included, for example, cross-fimctional teams, 
within-functional teams, and QC circles. Cross-functional teams were 
usually appointed by top management, while within functional teams and 
QC circles were formed by different functional departments. In terms of the 
effects of these teams, cross- and within-functional teams were better than 
QC circles, as they usually dealt with some important issues. 
Recognition and reward has a positive effect on employee 
satisfaction. It is seen that the focus on individual performance and related 
evaluation and reward practices causes major dysfunctions and 
organizational ineffectiveness, but it is seen that it is very important for 
having a successful TQM implementation in firms if the contributions 
made by all employees toward TQM implementation is clearly linked to 
rewards. 
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In fact, recognition and reward activities have been used extensively 
in various Indian firms for many years. All the respondent firms had 
regulatfons regarding recognition and reward. These-activities included,.for 
example, public recognition, salary increasing, promotion, bonus, non-
monetary rewards (spirit rewards). According to the quality managers 
interviewed, these recognition and reward activities did motivate 
employees to enhance their commitment. However, attempts to motivate 
employees through ideology and politics have become increasingly less 
effective compared with some years ago. Employee recognition and reward 
programs do contribute to employee satisfaction. 
Contrary to recognition and reward, both monetary and non-
monetary penalties can be used by the firms. India's firm reform is under 
way. The introduction of the contract system in most Indian firms means 
that their retained profits have become linked to economic returns, while 
employees' incomes have been tied to individual performance. A very high 
portion of employee income is dependent upon employees' performance. 
The main objectives of their education and training programs were 
to improve employees' skills and enhance their commitment. Thus, 
employees had the capacity to do their jobs better. Education and training is 
very important for the success of their TQM implementation. This finding 
is supported by the research findings of other researchers. TQM training is 
a key to successfiil implementation of TQM along the dimensions of cost 
reduction and profit increase. 
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Employee competencies on TQM principles and techniques are the 
basis of TQM's success if India is to become more competitive as a service 
locale, it must strive-to educate its workforce, from management levels 
down, to integrate the concept of quality at all stages of production. 
All firms had education and training programs related to quality 
management. These programs covered ISO 9000, quality consciousness, 
working discipline, statistical process control, and special job skills. 
Different firms had different training programs for various functional 
people, according to their job requirements. However, ISO 9000 was their 
training focus and all firms had ISO 9000 training programs. Employees 
were trained to follow documented procedures to perform their jobs. It is 
no doubt that education and training is very important. However, its effects 
should not be overestimated. It has more positive effects on intellectuals 
than on production line operators in terms of job satisfaction. 
When absenteeism and turnover are high and when employees 
express dissatisfaction, many managers think that the obvious solution is a 
firm-wide training program. Unfortunately, the benefits of training and 
education are sometimes overestimated. Training programs do not cure all 
organizational problems, although they certainly have the potential to 
improve many situations if conducted properly. 
In fact, within firms, employees are the ones who deliver 
satisfaction to their customers. They are a firm's eyes and ears for 
transferring customer needs and expectations into products and services. 
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Employees are enablers of the firm's vision and strategies to deliver value 
to customers and make the firm competitive in the marketplace. Satisfied 
einployees could'make more contributions to the improvement of product 
quaUty and customer satisfaction. To value customers, a firm must first 
value its employees. 
Process Management 
Much attention has been paid to process control and improvement 
in order to ensure that their service meet the prescribed requirements. They 
used various quaUty tools and techniques such as statistical process control, 
the seven QC tools, and the PDCA cycle, which had positive effects on 
improving their service quality. 
In this study, quality system improvement means to establish a 
quality system according to ISO 9000 requirements. ISO 9000 has been 
introduced nationwide in India. Since ISO 9000 was introduced in India, it 
has become a fad in Indian industries. 
Due to misconceptions about ISO 9000, many practitioners thought 
that it was a panacea. ISO 9000 certification was regarded as a passport to 
the world market. Thus, more and more firms began to implement ISO 
9000 even though some managers did not understand what it was. Some 
firms required their suppliers to implement it and obtain ISO 9000 
certification. The Indian government also made relevant policies to 
encourage firms to implement it. For example, firms without ISO 9000 
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certification were not permitted to tender for key state projects. Therefore, 
some firms had to implement it and finally obtained ISO 9000 certification. 
Supplier Quality Management 
The case studies developed further reiterate that supplier quality 
management has a positive impact on service and product quality. Working 
collaboratively with suppliers on a long-term basis has been truly beneficial 
for these three organizations. 
These organizations strongly recommended working with the 
supplier as partners in a long-term relationship of loyalty and trust to 
improve the quality of incoming materials and decrease costs. A long-term 
relationship between purchaser and supplier has been necessitated for 
economy, quality reliability and conformance 
The firms select their suppliers on the basis of quality, rather than 
solely on price. Evaluating suppliers is an important activity to assure the 
dependable high quality of incoming materials in the firm. Supplier rating 
has been used as a technique towards supplier assessment. Each supplier 
is measured against another specific supplier or group of suppliers, for 
price, quality, delivery, and other important performance measures. 
Supplier performance rating involves objective appraisal of one 
supplier's performance, which provide feed back to that supplier. In the 
case of a poor quality situation, such information can be used by the 
supplier to formulate corrective action. Supplier quality rating also 
provides a quantitative summary of supplier quality over a period of time. 
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Most of the firms have established a supplier information 
feedback system, which is used for giving feedback to suppliers about 
their product performance. Such information is used for further 
improving supplier performance. 
What one firm buys from another is not just material or 
assistance: It buys something more important, namely, service, 
engineering and capability. These requirements of a supplier are 
established long before it produces any material. 
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6.3 Implementing the Service Quality Model (SQM) 
Implementing the Service Quality Model (SQM) requires the 
deployment of all the seven elements of model as described in-the 
following lines. 
1. Top Management Commitment and Leadership 
Top management commitment is the first step and prerequisite for a 
firm's service quality improvement efforts. Lack of management 
commitment is one of the reasons for the failure of the efforts (Brown et 
al., 1994). Top managers need to demonstrate their commitment through 
their actions rather than words. 
Top management commitment can positively affect employees' 
commitment to service quality and culturally change people involved. If 
top management views service quality as more important than cost, more 
important than meeting delivery schedules, employees' quality awareness 
is easily improved. To implement a service quality structure, top managers 
should be committed to establishing a firm that continually views quality as 
a primary goal. If the organizational culture does not embody quality, any 
quality improvement effort is probably shallow and short-lived (Dale, 
1999; Juran and Gryna, 1993). 
It is very difficult to improve service quality and quality 
management if top managers do not lead and participate. QuaUty 
improvement involves making decisions and creates something that did not 
exist before. It is not sufficient for top managers to stand on the sidelines 
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and shout "improve servcie quality and intensify quality management". 
There is no way that a service organisation can implement quality 
improvement activities if the top managers are bystanders. Particularly in a 
firm with an autocratic general manager, there is a strong trend that 
employees act on something only in proportion to the manager's degree of 
interest. Top management participation is crucial to a firm's quahty 
improvement efforts; it obviously helps in spreading quality consciousness 
throughout a firm (Dale, 1999; Ikezawa, 1993). 
Top managers need to improve their managerial abilities through 
continuous learning. To implement quality principles, they must first know 
what it is. Learning TQM is an important step toward implementing it. Top 
managers should be modest enough to learn from their employees and 
value the ability of their creativity. Top managers also need to learn from 
other organizations' successful and unsuccessfiil experiences, as well as 
modem management methods from foreign firms. Above all, top managers 
should combine these insights into an approach that fits the specific 
conditions, problems, and challenges of their own firms. 
Through top management learning, a learning organization can be 
established. Finally, the effectiveness of leadership can be improved and 
the ability of decision-making enhanced (Anderson et al., 1994a; Bergman 
and Klefsjo, 1994; Dale, 1999; Ikezawa, 1993; Juran and Gryna, 1993). 
Empowerment means giving permission to the workforce to 
unleash, develop, and utilize their skills and knowledge to their fullest 
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potential for the firm. Empowerment has many benefits such as increasing 
employees' motivation to reduce mistakes, increasing the opportunity for 
creativity-and innovation, improving employee loyalty, and allowing top 
and middle management more time for strategic planning. It is necessary to 
utilize the strategy of moving toward more humanistic management as the 
specific objective of improving quality management. The masses have 
boundless creative power. Top management needs to empower employees 
to solve various problems and should rely on employees wholeheartedly 
(DuBrin, 1995; Juran and Gryna, 1993; Kolarik, 1995). 
Top managers should strongly encourage employee involvement in 
quaUty management and improvement activities, attach great importance to 
employees' suggestions, take responsibility for employees' actions as well 
as those of the people who report to them, and are open and willing to 
listen to the voices of employees. When SQM is implemented, top 
managers must have more enthusiasm than their employees. This 
enthusiasm should be demonstrated by a positive attitude, especially when 
employees are unwilling. 
Top managers should trust employees and believe that they can do 
things better, as well as encourage them to Ust the firm's shortcomings and 
report their own working problems. Such employees should be praised 
instead of criticized. Top managers should implement SQM, adopting a 
humanistic approach that considers the value of human existence in a new 
age (Ikezawa, 1993; Kolarik, 1995). 
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Top managers need to act as role models, leading by example. 
Employees always look to top managers for a standard of correct behavior. 
The manner in which top managers conduct themselves is more influential 
than any instructions they may give or any discipline they may impose. 
Any infringement upon the firm's rules and values can negatively affect 
employees' satisfaction and commitment. It is vital that top managers 
handle matters impartially and set an example for their employees to 
follow. Their model role can positively affect employees' commitment, 
satisfaction, participation, confidence, initiatives, and creativity. 
Top managers should pursue long-term business success instead of 
short-term benefits. They should focus on service quality improvement 
rather than yields. Hasty pursuit of short-term profits, short-term sales, and 
short-term orientation often results in quality being relegated to third place 
behind concerns for costs and time. SQM requires long-term commitment 
and endurance; there are no quick fixes. 
SQM implementation requires investment. In return, it can lead to 
an impressive increase of overall business performance. However, the 
findings from the firms showed that there are no simple ways to gear the 
profits. Only after much effort and commitment were the firms able to see 
the effects of their SQM implementation efforts. Top management must 
realize that improvement takes time. 
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2. Strategic Planning 
A strategic plan comprises a detailed visualization of the desired 
future state of the overall business and serves as the target or objective for 
which all strategies, goals and standards are established and should be 
meshed with service quality goals. A vision statement is a must which 
should be clear and concise, and according to Hutchins (1990) should 
satisfy three fundamental criteria: It must address all levels, be stated in 
such a way that everyone beheves in it, and is aggressive enough and 
growth-orientated. 
The vision statement should be communicated to employees so that 
they understand the firm's values, aspirations, andpurposes. An effective 
vision statement tends to encourage employee commitment to service 
quality improvement and make the workforce aware of the firm's 
philosophy. Once the vision statement is developed and agreed on, it 
should not be frequently changed. Otherwise, employees may be frustrated. 
Finally, top managers must become 'vision salespersons' and continually 
and consistently discuss and reinforce the vision of the firm (Bergman and 
Klefsjo, 1994; Dale, 1999). 
A quality policy is overall intentions and direction of an 
organization with regard to quality, as formally expressed by top 
management (ISO 8402, 1994). The quahty policy involves statements that 
should be brief, clear, and believable. It can be used as a touchstone for all 
employees to gauge whether actions are in conformance with the standards 
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and values of the firm's quality policy. The firm should set quality goals 
based on its quality policy, which should not be too often changed. 
Otherwise, employees may get frustrated (Burrill and Ledolter, 1999; 
Randall, 1995). 
A firm should have overall business performance plans that 
describe its goals and objectives. Two kinds of overall business 
performance plans exist: Long-term and annual. In fact, longterm 
performance plans are formed based on a vision statement, whereas annual 
performance plans are formed based on long-range performance plans and 
are the sum of different departmental annual targets and goals. 
Overall business performance plans achieve nothing if firms do not 
have suitable strategies to realize them; they should be set in such a way 
that they are achievable. Setting unrealistic goals creates fiiistration and 
hurts employees' morale. If reasonable objectives are set, successes are 
more easily reached. Various factors should be taken into account when 
overall business performance plans are made (Bergman and Klefsjo, 1994; 
Dale, 1999). 
In order to improve service quality, firms should have detailed 
service quality standards. Quality goals are statements of the desired 
quality results to be achieved within a specified time. Tactical goals are 
short range (e.g., 1 year) and strategic goals are long range (e.g., 5 years). 
Goals should be formulated in such a way that they can be realized through 
hard work. Setting unrealistic goals creates frustration and hurts morale. 
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Based on continuous improvement, a high quality goal can finally be set up 
and can be realized practically (Feigenbaum, 1991; Juran and Gryna, 
1993).. Quality improvement plans are activities that- establish the 
objectives and requirements for quality and the application of quahty 
system elements (ISO 8402, 1994). The plans should be made in such a 
way that they can be implemented in practice, and should focus on 
eliminating the major problem areas. 
When quality improvement plans are drawn up, how to implement 
them should be well developed. Of course, firms need to arrange sufficient 
resources in order to ensure that the quality improvement plans can be 
implemented; they are useless if they cannot be implemented in practice. 
Note that merely drawing up plans at the start of every year without any 
follow-up action is insufficient. A firm that only makes plans and 
implements nothing will go nowhere (Burrill and Ledolter, 1999; Kolarik, 
1995). 
A successful process of formulating visions and plans demands a 
holistic and cross-functional approach. The alignment of visions, strategies, 
plans, policies, objectives, measurements, and performance assessment at 
all levels is considered essential. Visions and plans caimot be formulated 
by imagination; the fuel for their formulation is the abundance, richness 
and quality of information available. Employees from different levels 
should be involved in making visions, strategies, policies and plans. This 
process helps employees think in terms of how their work supports the 
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realization of the overall visions and various plans. A large gap should not 
exist between the vision and plan statement and a firm's current practices. 
Otherwise, employees may be frustrated (Burrill and Ledolter, 1999; Mann, 
1992). 
A strategy is the total pattern of the decisions and actions that 
position the firm in its environment and are intended to achieve its long-
term goals (Slack et al., 1995). Strategies specify how the vision statement 
will be accomplished. Normally, there are three levels in the strategy 
hierarchy: Corporate, business, and department strategies (Meredith and 
Shafer, 1999). Various decision-supporting systems and relevant 
information available are essential to strategy evaluation, through which 
firms can seek opportunities to improve their strategies. More importantly, 
firms should adjust their strategies on the basis of the result of strategy 
evaluation, thus, keeping competitive advantages in the marketplace 
(Burrill and Ledolter, 1999). 
4. Customer and Market Focus 
Customer complaint information is valuable for the firm in pursuing 
quality improvement and customer satisfaction. The firm needs to collect 
various pieces of complaint information from customers extensively, as 
well as create a central complaint registration system, which registers 
various complaints from customers. Customer complaints should be 
resolved effectively and promptly. All complaints received need to be 
aggregated and analyzed for use in improvement. The firm that does not 
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respond to customer complaints creates a negative corporate image. 
Customers may share their negative experiences with other existing 
customers or potential customers. Bad news travels faster than good news! 
The firm should see complaints as opportunities to improve the quality of 
products and services. After customer complaints are received, the firm 
needs to identify the "vital few" serious complaints that demand in-depth 
study to discover their basic causes and to remedy those causes (Juran and 
Gryna, 1993; Kolarik, 1995). 
Faster and more flexible response to customers is now a more 
critical requirement. Without a sound and systematic process for hstening 
to the customers, the firm cannot know what pleases the customers. Market 
investigation can help the firm ensure that there is a demand for the product 
and that the requirements and expectations of the customers can be met. 
Market investigation can obtain various suggestions for improving 
the quality of the firm's products and services. It is also essential to 
anticipate future customer requirements and expectations in order to 
develop such products in advance. The firm should be sensitive to changing 
and emerging customer and market requirements, competitors' offerings, 
and the factors that drive customer satisfaction and retention. Through 
market investigation, the strengths and weaknesses of the products and 
services of a firm and its competitors can be identified. Such information 
can be used for benchmarking so as to determine the improvement areas of 
one's own firm. Obtaining valuable information through market 
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investigation is vital to the success of the firm (Burrill and Ledolter, 1999; 
Juran and Gryna, 1993; Kolarik, 1995). 
The aim of the customer satisfaction siirvey is to obtain the 
customer satisfaction level with the products and services that the firm 
provides. Methods used to conduct the customer satisfaction survey include 
questioimaire surveys, formal and informal feedback from customers, 
personal interviews, telephone surveys, and seminars. Regular customer 
satisfaction surveys can track customer perceptions of the quality of a firm 
and its competitors. 
This information can be used to improve the quality of products, 
services, and processes. Finally, the firm needs to move from satisfying 
customers to delighting them. In order to successfully conduct a customer 
satisfaction survey, a measurement instrument should be well developed, 
and should not be too fi-equently changed. Thus, the time dimension of 
customer focus efforts can be studied (Naumann and Giel, 1995). 
A quality warranty is a form of assurance that a product is fit for 
use or, failing this, that the user can receive some kind of compensation-for 
example, fi-ee repair, replacement or return, or monetary compensation. In 
this sense, a quality warranty constitutes a system for reducing user costs of 
poor quality. In fact, the commitment to quality warranty reflects the 
quaUty of the firm's products and services (Juran and Gryna, 1993). Firms 
must provide a quality warranty on products sold to customers (Dale and 
Plunkett, 1991). 
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The firm needs to provide necessary assistance for the customers 
before pvirchasing, during the process of purchasing, and after purchasing. 
In order to improve lales efficiency and customer service quality,- it is 
crucial that the firm computerizes its sales system and establishes its 
service standards. The survey showed that total customer service 
contributes to total customer satisfaction. Therefore, the firm should strictly 
fulfill contracts signed with its customers. 
Customers are at a great advantage today. They are more 
knowledgeable about the availability and quality of products and services. 
They demand ever more detailed information about products and services. 
Therefore, it is important that the firm develops an Internet homepage in 
order to deliver customers' required information promptly. It is also 
important to improve the skills of sales and service persormel. Service 
quality is increasingly becoming a more important factor affecting 
customer satisfaction, customer retention, and customer loyalty (Dale, 
1999; Naumann and Giel, 1995). 
The firm should cater to the market and make timely adjustments in 
accordance with the customers' needs and wants. To do so, it needs a 
continuous flow of information on customer requirements and expectations. 
Information about existing and potential customers is critical to success. 
Therefore, a customer information system should be established. Such a 
system can be mainly used for several purposes: Collecting data on 
customers, demographics (age, sex, income level), preferences; collecting 
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and storing customer feedback from sales visits, reports, customer 
satisfaction surveys, customer complaints, customer conferences, etc.; 
storing customers' order information; and recording various customer 
service activities (Burrill and Ledolter, 1999; Dale, 1999). 
The firm should regularly evaluate its employee satisfaction level in 
order to seek the solution to improving employee satisfaction24, 
commitment, and motivation. There are two ways to measure employee 
satisfaction. One is to obtain direct information from the employees. Thus, 
the firm should develop a measurement instrument that can be used for 
obtaining employee satisfaction information directly. In order to obtain 
relatively accurate information, employees should be asked to fill in survey 
questionnaires anonymously. 
The alternative way of assessing employee satisfaction can be 
conducted by a group of people from the top management team and 
different fiinctional departments within the firm. These people can assess 
employee satisfaction according to their perceptions. These two methods of 
assessing employee satisfaction are based on a set of facets that may affect 
employee satisfaction in the firm. Through obtaining employee satisfaction 
data, areas with which employees are not satisfied can be identified. Such 
information can be used to improve the firm's service quality 
implementation efforts. 
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4. Information Management 
One of the most important jobs of top management is to make 
decisions. It is impossible to make good decisions without suitable 
information; it is extremely important to have a decision-supporting 
information system to assist managers in making decisions. It is also vital 
to have an information system that can provide past, present, and future 
information appropriate for planning, organizing, and controlling the 
operations of a functional area in the firm. For example, a firm wants to 
improve its service quality. It must make decisions and determine what 
actions should be taken. 
Note that 'take actions' means to dig out the real causes of service 
failure, to trace them all the way to their origins, and to prevent their 
recurrence. Generally, symptoms and causes need to be distinguished. To 
dig out causes requires fact-finding. Real causes cannot be guessed at, thus 
there is a definite need to observe the facts carefully. It is important to 
know that data show symptoms rather than real causes. Therefore, it is 
essential to manage a firm by fact rather than by imagination (Bergman and 
KlefsjO, 1994; Ikezawa, 1993). 
A firm should have an inter-integrated computerized information 
system, which collects, stores, analyzes, and disseminates information for 
various specific purposes. Such an information system can manage large 
amounts of information and provide sufficient information for management 
to make decisions. Additionally, different departments can share resources 
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through the information network. Thus, communication barriers between 
different departments are reduced. 
If information technology remains at a primitive lev'elTah effective 
information system is impossible. Various infonnation from suppliers, 
customers, employees, different functional departments, data on 
performance of competitors, and data on "best in class" organizations 
should be stored in the system. Information system can support the process 
of decision-making and evaluation. Note that information is gathered so it 
can be acted on. If it cannot be used, then it is worthless. There is plenty of 
data in a firm. Only useful information should be collected and stored in 
the information system. In addition, information stored in the system 
should be valid, complete, and accurate (Burrill and Ledolter, 1999; Turban 
etal, 1999). 
5. Human Resources Management 
In order to stimulate employee participation, a firm should have an 
effective information communication channel. Information communication 
is a means by which employees share ideas, clarify thinking and create a 
common understanding. Communication can be conducted between 
different departments, top management and employees, supervisors and 
employees, and employees themselves. The firm needs to communicate its 
vision, strategies, policies, and business plans to its employees. Employees 
can access necessary information sources needed for conducting their jobs. 
Relevant information available is the basis for problem-solving and 
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employee participation. Many changes take place daily in a firm and it is 
important that they are communicated effectively to employees. Various 
means can be used to communicate, such as regular meetings, Intranets, 
newsletters, posters, videos, and broadcasting (Dale, 1999; Juran and 
Gryna, 1993; Kolarik, 1995). 
Employees have normally been working at a position for a long 
time and are very familiar with their work. It is easier for them to identify 
their working problems, find the causes of the problems, and develop 
solutions. Therefore, employees should be encoiiraged to submit their 
suggestions, which should be listened to and valued by the management. 
Since the solutions are suggested by the employees directly involved with 
the problem, implementation is usually ensured. Note that suggestions 
cannot be usefiil if they are not evaluated or implemented. In this regard, 
the firm needs to establish such a system that suggestions are carefully 
examined. After evaluation, some suggestions should be practically 
implemented. Since most suggestion programs are oriented toward the 
lowest levels (the workers who actually perform the work) in the firm, the 
role of the first-line supervisor is critical. Negative comments, attitudes, 
and feedback from the supervisor can quickly kill the interest and 
enthusiasm of employees. In addition, it is also important to recognize and 
financially reward employees who submit good suggestions (Bergman and 
Klefsjo, 1994; Dale, 1999; Juran and Gryna, 1993). 
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The aim of improving employee commitment is to encourage 
employees to make more contributions to the success of the firm. 
Employee commitment can be established only on the basis of confidence 
among employees and management. Top management and supervisors 
should encourage and motivate employees to develop and utilize their full 
potential, trust and care for employees, encourage and support employees 
in job- and career-related development/learning objectives, respect and 
value employees' talents and creativity, and treat employees as valuable 
resources of the firm. Every employee should be encouraged to function as 
a supervisor. Thus, employee commitment can be increased through 
responsibility (Ikezavi^ a, 1993). More importantly, they should be treated 
equally, fairly, and rationally. Employee commitment can be cultivated step 
by step; it is an incremental process (Bergman and Klefsjo, 1994; Kolarik, 
1995). 
Job rotation means periodically moving individuals between 
different sets of tasks to provide some variety in their activities. Job 
rotation can increase skill flexibility and make a contribution to reducing 
job monotony. Through job rotation, employees can learn more work skills, 
know more processes, and understand more about the importance of their 
current jobs. As a result, the workforce becomes more diversified and 
multi-skilled. Through job rotation, employees can have a better 
imderstanding of the influence of their jobs on the subsequent process. 
Thus, they can be stimulated to perform their current work better. 
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Additionally, the partnership between employees (internal customers) is 
easily established (Slack et al, 1995). 
Workers' empowerment stands for the principle of democratic 
management in India. Workers' participation can be organized in order to 
discuss various issues such as the firm's strategies, business plans, financial 
budgets, funds for welfare and bonus provisions, changes of organizational 
structure, payment system, and training provisions. Through workers' 
participation, management personnel are checked, examined, and 
supervised by employees. 
This expresses the status of the working people as masters of the 
firm. The principle of relying on the working class whole-heartedly is 
realized mainly through workers' participation in the firm. Therefore, the 
role of workers' congresses should be strengthened. The firm should 
increase the extent to which congress representatives can have a say in the 
firm's decision-making. Thus, a system to manage and supervise top 
management can be established. The transparency in making important 
decisions can be ensured. Otherwise, top management's abuse of power, 
illegal behavior, selfishness, and corruption carmot be easily terminated. 
Firms should institute a serious recognition and reward program. 
First, the recognition and reward must be consistent with organizational 
values and objectives. If individual or team efforts cannot contribute to the 
realization of the overall organizational objectives, they cannot be 
recognized and rewarded. Therefore, objectives of individuals or teams 
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need to be continuously reviewed and updated. Second, criteria should be 
objective and measurable; otherwise, it is not easy to ensure that the 
recognition and reward can be conducted fairly. 
Third, the recognition and reward should be meaningful and fit the 
organizational culture. Otherwise, it is useless. Fourth, the program should 
be approved by the workers' congress. Fifth, once the program is approved, 
it should be strictly implemented. Otherwise, recognition and reward 
activities cannot effectively stimulate employee commitment, enthusiasm, 
and creativity. Finally, recognition and reward can be provided at several 
levels: Individual, team, department, or business unit (Burrill and Ledolter, 
1999; Cherrington, 1995; Ishikawa, 1985; Kolarik, 1995). 
The firm needs to continuously improve working conditions in 
order to recognize employee quality improvement efforts. For example, a 
clean working environment, a cordial and friendly atmosphere, a factory 
canteen, showers, and sports provisions are important ways to show 
recognition for employees' contributions to the firm. Firms also need to 
maintain a work environment conducive to the wellbeing, morale, and 
growth of all employees. The firm should improve workplace health, 
safety, and ergonomic factors; consider each person as an individual, a 
resource to benefit fi'om rather than a commodity to be used. The firm 
should try its best to reduce employees' working strains and protect their 
health by providing suitable equipment, devices, or tools (Deming, 1986). 
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Salary level is an important factor affecting employee satisfaction 
and contributions. The salary range should be sufficiently wide to allow for 
adequate differentiation of salary based on performance. The most 
important requirement for an effective merit pay incentive program is to 
measure performance against clearly defined objectives. However, other 
aspects of employees' performance should also be considered, such as 
attendance, positive work attitudes, or initiatives. The firm should pay more 
for employees who have demonstrated knowledge, skills, and performance. 
Highly skilled employees must have high salaries; otherwise, their potential 
cannot be fully exercised. Salary promotion should be fair and rational. 
Otherwise, problems can be created. In a word, the firm should carry out 
diverse distribution forms with "to each according to his work" as the main 
form, and establish an effective incentive mechanism (Cherrington, 1995). 
In order to encourage employees (teams, departments, or business 
units) to make more contributions to the firm, a bonus scheme should be 
implemented. A bonus scheme offers monetary rewards to employees for 
meeting set targets. To ensure an effective bonus scheme, it is very 
essential to set up targets for different employees (teams, departments, or 
business units). These targets may be related to quality, yields, 
productivity, customer satisfaction, profits, and other performance 
measures. Note that such defined targets should be aligned with the overall 
organizational business objectives. The success or failure of a bonus 
scheme is highly dependent on the defined targets. Therefore, great 
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attention should be given to identifying major factors impacting the effect 
of a bonus scheme. The firm should move toward more performance-
oriented pay. The principle of "distribution according to work" should be 
thoroughly implemented (Cherrington, 1995). 
Position promotion must be based on, for example, employees' 
capabilities, skills, performance, and contributions to the firm, and must not 
be based on the employees' personal relationships with the director of the 
firm. An effective and rational position promotion mechanism should be 
established. If position holders cannot fulfill their duties due to lack of 
skills, capabilities, performance, or support from their colleagues, more 
qualified personnel should take over. Every employee in the firm can see 
the hope of promotion opportunities if he or she performs well. Thus, 
employees' enthusiasm, creativity, and active participation are encouraged. 
In a word, the appointments and removals of managerial personnel must be 
done according to the principle of equal competition, fairness, and 
rationality. 
Moral award can be used to recognize the quality performance of 
employees or teams. It may take the form of thank-you note, oral praise, a 
letter of praise, sending an employee to a seminar or a conference, 
presentation of individual or team achievements, award certification, award 
ceremony, etc. Note that moral award is more effective with intellectuals 
than with manual line employees. Moral award should be fair and rational; 
otherwise, negative effects are created. 
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In order to intensify the firm's management and establish a strict 
responsibility system at different levels and stages, the firm needs to have 
-various-kinds-of-mles-and-regulationsr-which'Can-force-employees-to abide 
by work discipline. Evidence shows that penalties are effective in 
enhancing employees' commitment and responsibilities, adhering to 
various regulations, and sticking to work discipline. To have an effective 
penalty scheme the firm should set up penalty criteria, which should be 
approved by the employees themselves. More importantly, the firm should 
implement the penalty scheme seriously and impartially. 
Otherwise, penalty cannot be effective and negative effects can be 
created. Note that penalties are special recognition and "reward" activities 
for employees who cannot perform their work well, or violate the firm's 
rules and regulations. 
The firm's education and training plan should be drawn up in line 
with the firm's strategies, objectives, available resoiirces, current 
employees' skills, and employee job requirements (Dale, 1999). The firm 
needs to identify its short- and long-term training needs, design training 
programs that address technical and behavioral issues, and have an 
evaluation system in place to check whether the training and development 
programs meet its objectives. It is important to arrange sufficient resources 
to implement the plan; otherwise, it is useless. In short-term, education and 
training costs money, while in long-term, it saves money. The firm should 
view employees as resources that can yield economic returns, and trained 
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employees as investments of the fiim. Employees should be regarded as 
valuable, long-term resources worthy of receiving education and training 
throughout their careers. People are the only real source of the firm's 
competitive advantage (Burrill and Ledolter, 1999; Cherrington, 1995). 
Team learning is a process through which a team creates knowledge 
for its members, for itself as a system, and for others. Teams learn through 
the collective learning of their members. Team learning can promote 
synergy whereby teams produce extraordinary results and the individual 
members grow more rapidly than they could have otherwise. In today's 
competitive environment, it is especially critical that firms identify, 
develop and utilize individuals' talents to the fullest. Employees are 
developed through teamwork. Employees' skills are improved by working 
in teams. The firm needs to establish a good learning environment to 
encourage employees' effective learning. Highly skilled employees can 
obtain more opportunities for position promotion and higher pay. Thus, 
employees can have high motivation to learn. In addition, team members 
should be given more opportunities to present their learning experiences 
publicly, making it much easier for them to share their experiences 
(DuBrin, 1995). 
Quality awareness education is designed to ensure that employees 
have a common understanding of the importance of concepts including 
product quality, service quality, process quality, and customer satisfaction. 
It aims to ensure that employees know their roles within the firm, and to 
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build a desired organizational quality culture. Quality awareness is a very 
important indicator in determining the final quality of a firm's offerings. It 
is obvious that employees need" to accept quality awareness education 
regularly. Newly recruited employees specially need to accept such 
education extensively. 
Employees need to accept education and training on quality 
management knowledge. This includes, for example, TQM, ISO 9000, the 
seven QC tools, the seven management tools, statistical process control, 
quaUty function deployment, and experimental design. To achieve a good 
training result, the training program should be well designed. Different 
types of employees require different levels of training. Even for the same 
quality tool or technique, the learning objective is also different. The aim of 
training is to apply quality management knowledge in quality improvement 
activities. Therefore, it is critical to define the most appropriate quality 
management knowledge that is of particular benefit to the firm. More 
importantly, employees can use quality management knowledge that they 
have learned in their practical work. 
Job training is specific training for different employees to meet the 
requirements of their jobs. Every employee in the firm needs to accept 
necessary job training so that they can perform their jobs better. Different 
employees need different skills and should accept different training. 
Therefore, the firm needs to develop criteria for job requirements and 
identify characteristics and skills needed by employees. For example, 
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design engineers need to have not only new product development 
techniques but also some knowledge of marketing, consumer behavior, 
production, etc. Note that the development of employees' skills-and 
capabilities should be harmonized with the development of technology in 
the firm. 
Job requirements should be continuously changed according to the 
new technology adopted. In order to make the firm more productive and 
competitive, managers should invest further in training employees, as this 
can result in more competent and, hopefully, more committed employees. 
Today, a nationwide vocational and technical education and training 
network has been established. Various business, education and training 
institutions are available, such as conferences, workshops, seminars, 
worker-staff colleges etc. Some institutions enroll part-time and full-time 
trainees and usually offer only a two or three-year college associate 
diploma. Firms should encourage their employees to study in such 
institutions in their spare time. For example, after employees successfully 
finish their studies, they can enjoy a higher salary scale. If possible, firms 
may partially or entirely sponsor the courses or the training programs. 
5. Process Management 
Quality tools play a key role in an organization-wide approach to 
continuous improvement, and their use is a vital component of any 
successful improvement process (Dale, 1999). The PDCA Cycle is 
composed of four basic stages: Plan, do, check, and act (Deming, 1986). It 
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continues forever in a cycle of never-ending improvement. The seven QC 
tools are Pareto analysis, cause and effect analysis, stratification analysis, 
scatter diagram, check "sheet. Histogram, and process control chart 
(Ishikavi^ a, 1985). The seven new tools are relations diagram, affinity 
diagram, systematic diagram, matrix diagram, matrix data analysis, process 
decision program chart, and arrow diagram (Gitlow et al., 1989). Statistical 
process control (SPC) is the application of statistical methods to the 
measurement and analysis of variation in a process, and can judge the 
quality of processes. Such information can be used for process control and 
improvement (Dale, 1999; Kolarik, 1995; Zhang, 2000a). Note that some 
of these tools can also be applied to other purposes. 
Process capability measures the extent to which a firm's service 
production systems can meet design specifications. The firm should study 
its process capability and calculate a process capability index in order to 
determine whether a process is stable, investigate any sources of instability, 
seek their causes, and take actions to eliminate them. Process capability 
information can provide designers with important information in setting 
realistic specification limits (Dale, 1999; Juran and Gryna, 1993; 
Feigenbaum, 1991; Kolarik, 1995). 
Maintenance is the term that refers to the way in which a firm tries 
to avoid failure by taking care of its physical faciUties. A maintenance 
system can be divided into two parts: Breakdown maintenance and 
preventive maintenance. Breakdown maintenance means to execute repair 
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when production equipment breaks down. Preventive maintenance, on the 
other hand, means to carry out maintenance activities regularly in order to 
prevent' production equipment from breaking down. There are many 
benefits to conducting maintenance, such as enhanced safety, increased 
reliability, lower operating costs, longer life span, and higher customer 
satisfaction with the quality of services. AH employees who use the 
operational equipment should take responsibility for maintenance tasks. In 
addition, it is also valuable to study how to use equipment effectively and 
efficiently. In order to improve the firm's production capabilities and 
enhance its competitive advantages, the firm needs to innovate its 
production and service equipment regularly (Dale, 1999; Slack et al. 1995). 
Inspection refers to activities such as measuring, examining, testing 
and gauging one or more characteristics of a product or service and 
comparing these with specified requirements to determine conformity (ISO 
8402, 1994). Note that inspection actually does not build quality; quality is 
built into the process. Inspection itself is not a value-added process, but a 
waste of human resources and cause of extra cost. 
Concurrent engineering emphasizes the establishment of 
cooperative relationships' throughout the service design process. 
Representatives from the firm's different departments, as well as external 
suppliers and customers, meet with the design staff to articulate the details 
of service design. Concurrent engineering can ensure that fewer problems 
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occur. Note that the skills of the design engineers are critical to the success 
of new service/product design. 
Design engineers are required to have not only design experience 
but also marketing experience. They need to go out into the marketplace 
and acquaint themselves with customers' needs and expectations. Such 
information from only the marketing or sales department is not sufficient 
(Burrill and Ledolter, 1999; Dale, 1999; Juran and Gryna, 1993). 
The key aim of quality function deployment is to try to ensure that 
the final design of a product or service actually meets the needs and 
expectations of customers. Quality function deployment consists of a set of 
tools for building the voice of the customer into product design. It is a team 
tool that captures customer requirements and translates those needs into 
characteristics of a product or service. Quality function deployment uses 
matrix charts to define and prioritize customer wants and needs, and to 
focus efforts on meeting the customer's true desires (Dale, 1999; Juran and 
Gryna, 1993; Kolarik, 1995). 
Benchmarking is the process of understanding one's practice and 
performance, comparing them against that of competitors or best-in-class 
firms, learning how they practice and perform, and using that information 
to improve one's own practice and performance. It is an effective catalyst 
for change and an effective tool for continuous improvement. 
Benchmarking can stimulate creativity and provide a stimulus that 
enables operations to better understand how they should be serving their 
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customers. To conduct benchmarking, firms should know their own 
situation and identify what and who to benchmark. In order to use 
-benchmarking effectively^ the firm should have sufficient information from 
its competitors or best-in-class organizations. Thus, benchmarking can be 
conducted (Dale, 1999; Juran and Gryna, 1993; Kolarik, 1995; Slack et al., 
1995). 
The purpose of value engineering is to reduce costs and prevent any 
unnecessary costs before producing the product or service. Value 
engineering tries to eliminate any costs that do not contribute to the value 
and performance of the product or service. It is usually conducted by 
project teams consisting of designers, purchasing staff, operations 
managers, financial experts, etc. Value engineering requires innovative and 
critical thinking and ideas (Dale, 1999; Juran and Gryna, 1993). 
A quality manual is a document stating the quality poHcy and 
describing the quality system of an organization (ISO 8402, 1994). It 
includes the firm's quality policy and addresses each of the requirements of 
ISO 9000 in broad terms related to the activities of the firm. In drawing up 
a quality manual, various people in the firm should be involved and 
relevant ISO 9000 standards referenced. The manual should be terse and 
easy to understand. Prior to issuing the manual, it should be subjected to 
review by responsible individuals to ensure clarity, accuracy, suitability, 
and proper structure. Finally, it must be reviewed and approved by the 
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general manager (Bergman and Klefsjo, 1994; Burrill and Ledolter, 1999; 
Dale, 1999; Randall, 1995). 
Documented quality system procedures describe the activities of 
individual functional units needed to implement the quality system 
elements (ISO 10013, 1995). Thus, responsibilities and authorities of 
different functional departments are clearly defined by system procedxires. 
To define quality system procedures, it is important to solve the 
interface issues among different departments. Quality system procedures 
should cover all the applicable elements of the quality system standard. 
They should describe the responsibilities, authorities, and 
interrelationships of the personnel, who manage, perform, verify or review 
work affecting quality, how the different activities are to be performed, and 
the documentation to be used and the controls to be applied. As a rule, 
documented procedures should not enter into purely technical details of the 
type normally documented in detailed work instructions (Burrill and 
Ledolter, 1999; Dale, 1999; Randall, 1995). 
Work instructions consist of detailed work documents such as 
instructions for performing the job. A firm should develop various work 
instructions so that all tasks can be conducted in a consistent manner. Work 
instructions are referred to in the procedures and give precise details of how 
individual operations are to be carried out to enable them to be performed 
to the required quality. Work instructions should be easy to understand and 
not cause confusion. To achieve this, every department should be involved 
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in drawing up relevant work instructions. Every activity in the firm should 
be examined in greater detail before the work instructions are made. Thus, 
the work instructions can be implemented in practice (Burrill and Ledolter, 
1999; Dale, 1999; Randall, 1995). 
After the quality system documents have been estabUshed, the firm 
should implement its quality systems. In order to understand whether these 
documents can be effectively implemented the firm should conduct quaHty 
audits and management review, thoroughly assessing its quality systems. 
Such an assessment can identify the suitability of the quaUty systems to the 
firm and their conformance to the requirements of the ISO 9000 standard 
(e.g., ISO 9001, 2, or 3). As a result, the quality systems can be improved. 
Finally, the firm may prepare and plan for ISO 9000 certification. Note that 
the firm is operating in a dynamic environment. Many factors can affect the 
changes of the firm's operations. Therefore, the firm must keep its quality 
systems continuously changing and improving (Burrill and Ledolter, 1999; 
Dale, 1999; Randall, 1995). 
A cross-functional team aims to solve or investigate cross-
functional problems or improvement opportunities associated with many 
functions or departments. Sometimes people from external organizations, 
such as supphers and customers, also participate. Top management usually 
delegates the team and is therefore committed to assigning it sufficient 
resources in the forms of time, money, and personnel. The team usually 
consists of professional staff and is normally disbanded after its task is 
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finished. Team members are chosen according to their potential 
contribution. Through cross-functional teams, different people from 
different departments work' together and learn from each"" other. Thus, 
problems can be easily solved. Cross-ftinctional teams are effective in 
solving cross-fimctional problems (Dale, 1999; Mann, 1992). 
A QC circle is a small group of employees, usually from the same 
department, who volunteer to meet regularly (on working time or their own 
time) to discuss ways of improving the quality of their work (Lillrank and 
Kano, 1989). QC participants need to accept training for problem-solving 
techniques. The organizational environment should be supportive for 
implementing QC circles. 
More importantly, top management and supervisors should support 
QC circles, provide necessary resources for their activities, and recognize 
and reward participants. The benefits of QC circles can be measured in 
economic terms or by improvements of products, processes, and working 
environments. Implementing QC circles can also bring some intangible 
benefits, found in the form of improved communication within work 
groups and between workers and supervisory layers of the firm, increased 
employee commitment and motivation, and employees' enhanced 
understanding of the difficulties faced by the firm (Dale, 1999; Juran and 
Gryna, 1993; Robson, 1992; Vries and Water, 1992). 
A within-functional team aims to solve or investigate 
problems/opportunities within the same department and is normally 
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disbanded after its task is complete. Team members are chosen according 
to their potential contribution. Within-fimctional teams are different from 
QC circles, dealing-with certain important-issues or urgent problems. The 
major objective of such a team is to discuss and identify problems 
encountered, obtain facts and data regarding these problems, and develop 
feasible solutions. Problems may relate to quality, productivity, safety, and 
so on. A within-functional team usually holds regular meetings during 
working time (Dale, 1999; Mann, 1992). 
7. Supplier Quality Management 
Supplier partnership can be defined as a mutual, ongoing 
relationship between a buying firm and a supplying firm involving a 
commitment over an extended time period, and entailing a sharing of 
information as well as a sharing of the risks and rewards of the relationship 
(Cali, 1993). In modem businesses, the interdependence of buyers and 
suppliers has increased dramatically. The emphasis on inventory reduction 
provides a further focus on service/product quality received from suppliers. 
In this regard, firms should try their best to establish long-term partnership 
relations with their suppliers. 
The basic policy should place priority on mutual trust and 
understanding, and aim at long-term stable business relationships on the 
basis of mutual survival and prosperity. Firms need to treat their suppliers 
as partners, as an extension of their own firms (Bergman and Klefsjo, 1994; 
Dale, 1999; Deming, 1986). 
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Firms must obtain from their suppliers information sufficient to 
judge whether they have the capability to provide products and services 
that meet all fitness-for-use requirements. The selection of suppliers must 
be based on the reputation of the supplier, the investigation of its 
manufacturing facility, and other relevant information about the supplier. 
Quality should be regarded as one of the most important factors in 
selecting suppliers. Total costs (e.g., incoming inspection, internal and 
external failure costs) should be taken into accoimt during the selection 
process. In the end, only those suppliers who can compete on quality, price, 
and close working relationships with a firm can be kept in its supplier list 
(Deming, 1986; Feigenbaum, 1991; Ishikawa, 1985). 
Firms need to participate in supplier activities related to quality 
improvement. These activities may include, for example, supplier training 
and supplier quality improvement projects. Supplier training is undertaken 
by the purchaser in order to improve the suppliers' quality of products, 
services, processes, and employees. Supplier quality improvement projects 
are also organized by the purchaser, to actively assist its suppliers in 
implementing quality management methods or providing technical 
assistance. Through participation in suppliers, the quality of suppliers' 
products and services can be improved. Thus, non-value added incoming 
inspection activities can be reduced or avoided (Dale, 1999; Deming, 1986; 
Ishikawa, 1985). 
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Firms should frequently evaluate the performance of products and 
services that they receive from suppliers, and give feedback on the 
performance of suppHers' products and services. In order to conduct, 
supplier performance evaluation, the firm should have a supplier 
information system that stores detailed performance information about 
different suppliers. 
Supplier rating can be used in supplier performance evaluation. 
Supplier rating is an index of the actual performance of a supplier in terms 
of its product quality, service quality and delivery performance, among 
other criteria (Feigenbaum, 1991; Juran and Gryna, 1993). 
Supplier quality audit is an assessment of a supplier's product and 
service quahty, quality control capability, manufacturing practice, and 
quaUty assurance system. An audit consists of a visit to the supplier's 
facility by a team of examiners from different departments such as quality, 
technology, production, purchasing, and R&D. This team conducts the 
supplier quality audit in various areas. Thus, supplier quality is monitored 
in order to ensure that products and services received from suppliers can 
meet requirements (Deming, 1986; Feigenbaum, 1991; Juran and Gryna, 
1993). 
Firms need to keep their suppliers informed of any change that they 
make in terms of design and service facility. Failure to provide adequate 
design change information to suppliers has been a distinct obstacle to 
supplier quality management. Such problems can be solved by setting up 
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multiple channels of communication: Designers must communicate directly 
with designers, quaUty staff with quality staff, etc. In the single-channel 
-approach, a specialist in the buyer's firm must work through the purchasing 
personnel, who in turn speak with the salesperson in the supplier's firm, to 
obtain information. Multiple channels are much better than the single 
channel (Dale, 1999; Feigenbaum, 1991; Juran and Gryna, 1993). 
6.4 Brief Review of the Research 
In the field of total quality management, confiasion was raised 
worldwide with the TQM concept and the effects of TQM. In fact, much 
research dealing with the concept of TQM has been conducted. Different 
researchers have adopted different definitions of TQM; thus far, it has 
come to mean different things to different people. Concerning the effects of 
TQM implementation, different researchers have different findings. A large 
number of researchers concluded that TQM implementation has positive 
effects on firms' business performance; whereas others stated that it does 
not lead to improvements in firms' business performance. 
After the literature related to TQM implementation in Indian firms 
was studied, it became evident that no large-scale empirical research 
dealing with the effects of TQM implementation on firms' corporate 
performance had been systematically conducted. In addition, no research 
has been conducted for developing a TQM implementation model that can 
be used by Indian service organization to improve their service quality 
efforts. 
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Thus, the major objectives of this study were: 
1. To identify the management systems being used for delivering 
^superior service^^uahty by high performing service sector-firms in-
India. 
2. To develop a service quality system or model which can be used 
by Indian service sector organizations for delivering service 
quality and thereby achieving business excellence. 
Thus, new knowledge related to service quality management in 
Indian service organizations could be derived. In this research, new 
knowledge is generated from existing TQM knowledge integrated with 
specific characteristics of Indian service organizations. After reviewing 
the existing TQM literature, it had become very clear that this research 
project was the only one that examined the effects of TQM 
implementation in India. In addition, this research attempts to develop a 
TQM implementation model that can be used by Indian service 
organizations. 
Based on the research objectives, the extensive literature review, 
brainstorming sessions with the researcher's supervisor, and informal 
talks with quality practitioners, five research questions had been 
proposed. They are Usted as follows: 
Question 1: What is Total Quality Management (TQM) and its 
role in delivering superior service quality? 
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Question 2: What is the linkage between TQM and corporate 
performance? 
Question 3: WWether high performing Indian service 
organizations are implementing TQM? 
Question 4: How TQM is being used in Indian service 
organizations to deliver service quality? 
Question 5: What kind of service quality model should be 
developed in order to guide Indian service organizations 
achieving high powered corporate performance? 
6. 5 Conclusions 
Strategic business performance is the highest level of a firm's 
corporate performance, reflecting the firm's efforts in implementing SQM 
consisting of seven steps. First, in order to have an effective SQM 
implementation, top management should be committed to implementing 
this model. Second, based on top management commitment, a team should 
be estabUshed to steer the SQM implementation in the firm. 
Stages include collecting and analyzing data so as to formulate a 
plan of action intended to improve SQM implementation and overall 
corporate performance. Once a plan for improvement has been agreed on 
the next step is in which the plan is implemented in practice. This stage 
may itself involve a mini-PDCA cycle as the problems of implementation 
are resolved. Next comes the checking stage. In this stage, the effects of 
implementing the improvement plan are measured and used to compare 
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with the plan. The goal of the firm's overall corporate performance is used 
to confirm the effects of implementing the improvement plan. 
Top management must be committed to implementing this model; 
top management commitment is the most important factor determining the 
success of TQM implementation. TQM is the prime responsibility of top 
managers, thus they need to become immersed in it. Without top 
management commitment this TQM implementation model caimot be 
implemented, and nothing of significance will happen. It is also essential 
that top management be personally involved in implementing this model. If 
they fail to become involved, it is likely that the implementation process 
will stagnate and disillusionment will set in among employees. 
In addition, top management must provide sufficient resources in 
order to ensure the implementation of this model. These resources include, 
for example, time, personnel, and capital. Furthermore, top management 
should study this TQM implementation model in order to have a better 
understanding of these TQM practices and their potential benefits. They 
should understand that TQM is a long-term and not a short-term 
intervention-TQM implementation is an arduous process. Finally, top 
management should make the decision about what kinds of TQM practices 
should be implemented in practice. Without a deep understanding of the 
TQM practices, the most effective TQM improvement plan cannot be 
developed. 
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A number of conclusions have been obtained from this research 
which are Hsted as follows: (1) TQM implementation has positive effects 
on employee satisfaction, service quality, customer satisfaction, thereby 
leading to high powered corporate performance; (2) Leadership has 
positive effects on employee morale and strategic business performance; 
(3) Employee participation, recognition and reward have positive effects on 
employee satisfaction and motivation; (4) Education and training has a 
positive effect on employee satisfaction and motivation; (5) Supplier 
quality management, service design, and quality system improvement have 
positive effects on service quality; (6) Strategic Planning including Vision 
and plan statement have positive effects on service quality; (7) Customer 
and Market Focus has a positive effect on service quality (9) Employee 
satisfaction has positive effects on service quality and customer 
satisfaction; (10) Service quality and customer satisfaction have positive 
effect on and corporate performance. 
Service Quality and performance are judged by an organization's 
customers. Thus, an organization must take into account all product and 
service features and characteristics and all modes of customer access that 
contribute value to the customers and lead to customer acquisition, 
satisfaction, preference, referral, and loyalty and to business expansion. 
Customer driven excellence has both current and future components: 
understanding today's customer desires and anticipating future customer 
desires and marketplace offerings. 
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Value and satisfaction may be influenced by many factors 
throughout the customers' overall purchase, ownership, and service 
experiences. These factors include your organization's relationship with 
customers that helps build trust, confidence, and loyalty. 
Customer-driven excellence means much more than reducing 
defects and errors, merely meeting specifications, or reducing complaints. 
Nevertheless, reducing defects and errors and eliminating causes of 
dissatisfaction contribute to customers' view of the organization and thus 
also are important parts of customer-driven excellence. In addition, an 
organization's success in recovering from mistakes ("making things right 
for the customer") is crucial to retaining customers and building customer 
relationships. Customer-driven organizations address not only the product 
and service characteristics that meet basic customer requirements but also 
those features and characteristics that differentiate products and services 
from competing offerings. 
Such differentiation may be based upon new or modified offerings, 
combinations of product and service offerings, customization of offermgs, 
multiple access mechanisms, rapid response, or special relationships. 
Service Quality excellence is thus a strategic concept. It is directed 
toward customer retention, market share gain, and growth. It demands 
constant sensitivity to changing and emerging customer and market 
requirements and to the factors that drive customer satisfaction and 
retention. It demands anticipating changes in the marketplace. Therefore, 
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customer-driven excellence demands awareness of developments in 
technology and competitors' offerings, as well as rapid and flexible 
response to custoiner and market requirements. 
Achieving the highest levels of corporate performance requires a 
well-executed approach to organizational and personal learning. 
Organizational learning includes both continuous improvement of existing 
approaches and adaptation to change, leading to new goals and/or 
approaches. Learning needs to be embedded in the way an organization 
operates. 
This means that learning (1) is a regular part of daily work; (2) is 
practiced at personal, work unit, and organizational levels; (3) results in 
solving problems at their source ("root cause"); (4) is focused on sharing 
knowledge throughout the organization; and (5) is driven by opportunities 
to effect significant change and to do better. Sources for learning include 
employees' ideas, research and development (R&D), customers' input, best 
practice sharing, and benchmarking. 
Organizational learning can result in (1) enhancing value to 
customers through new and improved products and services; (2) developing 
new business opportunities; (3) reducing errors, defects, waste, and related 
costs; (4) improving responsiveness and cycle time performance; (5) 
increasing productivity and effectiveness in the use of all resources 
throughout your organization; and (6) enhancing your organization's 
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performance in fiilfiUing its public responsibilities and service as a good 
citizen. 
Employees' success depends increasingly on having opportuiiities 
for personal learning and practicing new skills. Organizations invest in 
employees' personal learning through education, training, and other 
opportunities for continuing growth. Such opportunities might include job 
rotation and increased pay for demonstrated knowledge and skills. On the-
job training offers a cost-effective way to train and to better link training to 
your organizational needs and priorities. 
Education and training programs may benefit from advanced 
technologies, such as computer- and Internet based learning and satellite 
broadcasts. Personal learning can resuh in (1) more satisfied and versatile 
employees who stay with the organization, (2) organizational cross-
functional learning, and (3) an improved environment for iimovation. 
Thus, learning is directed not only toward better products and 
services but also toward being more responsive, adaptive, and efficient— 
giving an organization marketplace sustainability and performance 
advantages. 
Further an organization's success depends increasingly on the 
knowledge, skills, creativity, and motivation of its employees and partners. 
Valuing employee's means committing to their satisfaction, development, 
and well-being. Increasingly, this involves more flexible, high-performance 
work practices tailored to employees with diverse workplace and home life 
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needs. Major challenges in the area of valuing employees include (1) 
demonstrating the leaders' and top managements commitment to 
employees' success, (2) recognition that goes beyond the regular 
compensation system, (3) development and progression within the 
organization, (4) sharing the organization's knowledge so that the 
employees can better serve customers and contribute to achieving the 
strategic objectives, and (5) creating an environment that encourages risk 
taking. 
Organizations need to build internal and external partnerships to 
better accomplish overall goals. Partnerships with employees might entail 
employee development, cross-training or new work organizations, such as 
high-performance work teams. Internal partnerships also might involve 
creating network relationships among the work units to improve flexibility, 
responsiveness, and knowledge sharing. 
External partnerships might be with customers, suppliers, and 
education organizations. Strategic partnerships or alliances are increasingly 
important kinds of external partnerships. Such partnerships might offer 
entry into new markets or a basis for new products or services. Also, 
partnerships might permit the blending of the organization's core 
competencies or leadership capabilities with the complementary strengths 
and capabilities of partners. 
Successful internal and external partnerships develop longer-term 
objectives, thereby creating a basis for mutual investments and respect. 
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Partners should address the key requirements for success, means for regular 
communication, approaches to evaluating progress, and means for adapting 
to changing conditions. In some cases, joint education and training could-
offer a cost-effective method for employee development. 
Success in globally competitive markets demands agility—a 
capacity for rapid change and flexibility. All aspects of e-commerce require 
and enable more rapid, flexible, and customized responses. Businesses face 
ever-shorter cycles for the introduction of new/improved products and 
services, as well as for faster and more flexible response to customers. 
Major improvements in response time often require simplification of work 
units and processes and/or the ability for rapid changeover from one 
process to another. Cross-trained and empowered employees are vital assets 
in such a demanding environment. 
A major success factor in meeting competitive challenges are the 
design-to-introduction (service initiation) cycle time. To meet the demands 
of rapidly changing global markets, organizations need to carry out stage-
to-stage integration (such as concurrent engineering) of activities from 
research/concept to commercialization. 
All aspects of time performance now are more critical, and cycle 
time has become a key process measure. Other important benefits can be 
derived from this focus on time; time improvements often drive 
simultaneous improvements in organization, quality, cost, and productivity. 
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In today's competitive environment, a focus on the future requires 
understanding the short- and longer-term factors that affect one's business 
and marketplace. Pursuit of sustainable growth and market leadership 
requires a strong future orientation and a willingness to make long-term 
commitments to key stakeholders— customers, employees, suppliers and 
partners, stockholders, the public, and community. An organization's 
strategic planning should anticipate many factors, such as customers' 
expectations, new business and partnering opportunities, the increasingly 
global marketplace, technological developments, new customer and market 
segments, service expectations, and strategic moves by competitors. 
Strategic objectives and resource allocations need to accommodate these 
influences. A focus on the future includes developing employees and 
suppliers. 
Organizations depend on the measurement and analysis of 
performance. Such measurements should derive from business needs and 
strategy, and they should provide critical data and information about key 
processes, outputs, and results. Many types of data and information are 
needed for performance management. Performance measurement should 
include customer, product, and service performance; comparisons of 
operational, market, and competitive performance; and supplier, employee, 
and cost and financial performance. 
Analysis refers to extracting larger meaning from data and 
information to support evaluation, decision-making, and operational 
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improvement. Analysis entails using data to determine trends, projections, 
and cause and effect that might not otherwise be evident. Analysis supports 
a variety of "purposes, 'such - as planning, reviewing _your^  overall 
performance, improving operations, change management, and comparing 
the performance with competitors' or with "best practices" benchmarks. 
The Service Quality Model(SQM) provides a systems perspective 
for managing the organization to achieve performance excellence. The 
seven categories form the building blocks and the integrating mechanism 
for the system. However, successful management of overall performance 
requires organization-specific synthesis and alignment. Synthesis means 
looking at the organization as a whole and builds upon key business 
requirements, including strategic objectives and action plans. 
It includes senior leaders' focus on strategic directions, customers 
and on service quality efforts. It means that senior leaders monitor, respond 
to, and manage performance. Alignment means linking the key strategies 
with key processes and aligns the resources to deliver corporate 
performance. Thus, a systems perspective means managing the whole 
organization, as well as its components, to achieve success. 
Research Limitations 
India differs from Western countries on a multitude of variables, 
such as culture, society, political, and economic systems (Shenkar and von 
Glinow, 1994). It potentially represents the most serious challenge to 
paradigms developed in the West. Shenkar and von Glinow suggested that 
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organizational theories vary in their degree of applicability to the Indian 
context. While some theories such as population ecology seem to be clearly 
Jnapplicable, others such as the equity theory-of motivation-are more 
suitable. However, no research findings have been reported concerning the 
universal applicability of quality management theory developed in Western 
countries in relation to India. In fact, the universal applicability of quality 
management theory is still the subject of debate. 
Recently, Rungtusanatham et al. (1998) replicated Anderson et al.'s 
(1995) empirical evaluation of a Deming-based theory of quality 
management in an Italian context. The results from their replication study 
do not fully support the findings obtained from the research conducted by 
Anderson et al. (1995) in an American context. Therefore, Rungtusanatham 
et al. (1998) implied that quality management theory developed in one 
country is best applicable to that country. According to Adler (1983), the 
conclusion that the results are universal based on a study of two cultures is 
unwarranted. 
Although the research findings in this study support the quality 
management theory developed largely in Western countries, it can be 
conservatively interpreted to be indicative of possible universality rather 
than confirming universality. In fact, quality management theory developed 
in Western countries cannot be universally applicable in an Indian context 
due to culture differences. For example, Indian society has historically been 
dominated by respect for age and hierarchy of authority (Hofstede, 1980; 
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Shenkar and Ronen, 1987). The power/authority dynamic lies at the heart 
of Indian culture. According to Adler (1991), participatory management 
models are not appropriate for cultures with large power distance. This 
implies that it may not be suitable to implement participation, or 
participation should perhaps be implemented differently in India. 
Future Research Perspectives 
In an exploratory study such as this, recommendations for future 
research would address the issues generated from this study. Based on 
these findings, future research may start from a relatively higher level of 
knowledge. First, a replication of this study would be helpful in 
reexamining the validity of its findings. Further empirical studies using 
larger sample sizes, greater geographical diversity, and firm type 
diversity would be helpful in validating specific parts of the theoretical 
models proposed in this study. Second, subsequent research needs to be 
engaged in the development of more valid and reliable operational 
definitions for the proposed constructs, overcoming the limitations posed 
by the data source used in this study. 
For example, more categories could be developed in order to 
score the responses for supplier quality management. The data of 
employee and customer satisfaction would be obtained from employees 
and customers, respectively, rather than from respondents. Third, the 
relationships found in this study would be investigated in different 
countries to test whether they go in the same or different directions. 
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Fourth, a set of longitudinal studies would be very valuable in studying 
the time dimension of TQM implementation. Fifth, more structured 
interviews wouldbe conducted in different kinds of Indian service firms 
in order to continuously improve the TQM implementation model. Thus, 
model could better meet the requirements of different Indian industries. 
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Appendices 
Appendix A 
TQM Implementation Instrument 
5-Likert scale (1 = Strongly disagree; 2 = Disagree; 3 = Neutral; 4 = Agree; 5 
= Strongly agree) was used to ask the respondents to state how much they 
agree with these statements. 
Scale I: Leadership 
1. Top management actively participates in quality management and 
improvement process. 
2. Top management learns quality-related concepts and skills. 
3. Top management strongly encourages employee involvement in 
quality management and improvement activities. 
4. Top management empowers employees to solve quality problems. 
5. Top management arranges adequate resources for employee 
education and training. 
6. Top management discusses many quality-related issues in top 
management meetings. 
7. Top management focuses on product quality rather than yields. 
8. Top management pursues long-term business success. 
Scale 2: Supplier Quality Management 
1. Our company has established long-term co-operative relations with 
suppliers. 
2. Our company regards product quality as the most important factor for 
selecting suppliers. 
3. Our company always participates in supplier activities related to 
quality. 
4. Our company always gives feedback on the performance of suppliers' 
products. 
5. Our company has detailed information about supplier performance. 
6. Our company regularly conducts supplier quality audit. 
Scale 3: Vision and Plan Statement 
1. Our company has a clear long-term vision statement. 
2. The vision effectively encourages employees' commitment to quality 
improvement. 
3. Our company has a clear short-term business plan. 
4. Our company has a clear quality policy. 
5. Our company has a detailed quality goal. 
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6. Our company has an effective quality improvement plan. 
7. Various policies and plans are well communicated to the employees. 
8. Employees from different levels are involved in making policies and 
plans. 
Scale 4: Evaluation 
1. Our company regularly audits various policies and strategies. 
2. Our company regularly conducts quality audits. 
3. Benchmarking is used extensively in our company. 
4. Our company uses quality-related costs extensively. 
5. Our company has detailed quality related data. 
6. Quality related data are used to evaluate the management of the 
company. 
7. Quality related data are used to evaluate the performance of all 
departments. 
8. Quality related data are used to evaluate the performance of all the 
employees. 
9. Quality-related information is displayed and available in the firm. 
10. The aim of evaluation is for improvement, not for criticism. 
Scale 5: Process Control and Improvement 
1. Our company is kept neat and clean at all times. 
2. Process capability can meet service requirements. 
3. Service equipment is maintained well according to maintenance plan. 
4. Our company implements various inspections effectively (e.g., 
incoming, process, final service). 
5. Our processes are designed to be 'fool proof in order to minimize the 
chance of employee error. 
6. Our company uses QC tools extensively for process control and 
improvement. 
7. Our company uses SPC extensively for process control and 
improvement. 
8. Our company uses PDCA extensively for process control and 
improvement. 
Scale 6: Service Design 
1. The design personnel are required to have some service design 
experiences. 
2. The design personnel are required to have some marketing 
experiences. 
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3. The customer requirements are thoroughly considered in new 
service/product design. 
4. Various departments participate in new service/product development. 
5. New services/product designs are thoroughly reviewed before 
introduction. 
6. Cost is emphasized in the service/design process. 
7. Experimental design is used extensively in service/product design. 
8. Quality function deployment (QFD) is used extensively in 
service/product design. 
Scale 7: Quality system Improvement 
1. The quality system in our company is continuously improved. 
2. Our company uses ISO 9000 as a guideline for establishing our 
quality system. 
3. Our company has a clear quality manual. 
4. Our company has clear procedure documents. 
5. Our company has clear working instructions. 
Scale 8: Employee Participation 
1. Our company has cross-functional teams. 
2. Our company has several QC circles (within one function). 
3. Employees are actively involved in quality-related activities. 
4. Our company implements suggestion activities extensively. 
5. Most employees' suggestions are implemented after an evaluation. 
6. Employees are very committed to the success of our company. 
7. Employees are encouraged to fix problems they find. 
8. Reporting work problems is encouraged in our company. 
Scale 9: Recognition and Reward 
1. Our company improves working conditions in order to recognize 
employee quality improvement efforts. 
2. Our company has a salary promotion scheme for encouraging 
employee participating in quality improvement. 
3. Position promotions are based on work quality in our company. 
4. Excellent suggestions are financially rewarded. 
5. Employees' rewards and penalties are clear. 
6. Recognition and reward activities effectively stimulate employee 
commitment to quality improvement. 
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Scale 10: Education and Training 
1. Employees are encouraged to accept education and training in our 
company. 
2. Resources are available for employee education and training in our 
company. 
3. Most employees in our company are trained on how to use quality 
management methods (tools). 
4. Quality awareness education is given to employees. 
5. Specific work-skills training is given to all employees. 
6. Employees are regarded as valuable, long-term resources worthy of 
receiving education and training throughout their career. 
Scale 11: Customer Focus 
1. Our company collects extensive complaint information from 
customers. 
2. Quality-related customer complaints are treated with top priority. 
3. Our company conducts a customer satisfaction survey every year. 
4. Our company always conducts market research in order to collect 
suggestions for improving our service/products. 
5. Our company provides warranty on our sold products to customers. 
6. Our company has been customer focused for a long time. 
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Appendix B 
Open Ended Questionnaire 
The respondent is requested to provide information as to how their 
organization is deploying the categories and items listed below to achieve 
service excellence. The categories chosen are based on Malcolm Baldrige 
National Quality Awards (MBQNA) criteria for business excellence. 
The category items and their descriptions are provided to serve as 
guidelines in order to frame your responses. They are in no way exhaustive 
but are merely indicative of the type of response sought. 
You are free to frame your responses as per your convenience but it is 
requested that the respondents keep the category items in mind while framing 
the responses. 
Category 1. Top Management Commitment and Leadership: 
Q. Describe how senior leaders guide your organization and create an 
enviroimient for empowerment, irmovation, organizational agility, and 
organizational and employee learning and discuss their the role in delivering 
service quality? 
(Item Description: The Leadership Category examines how your 
organization's senior leaders address values, directions, and performance 
expectations, as well as a focus on customers and other stakeholders, 
empowerment, iimovation, and learning. Your response may include how 
senior leaders communicate values, directions, and expectations through 
your leadership system and to all employees. 
Category 2: Strategic Planning 
Q. Describe how your organization establishes its strategic objectives, 
including enhancing its competitive position and overall performance for 
achieving service excellence? 
(Item Description: This Category oiStrategic Planning examines how your 
organization develops strategic objectives and action plans to achieve service 
excellence. Customer-driven quality is a strategic view of quality. The focus 
is on the drivers of customer satisfaction, customer retention, new markets. 
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and market share—key factors in competitiveness, profitability, and business 
success. 
Understands the key customer, market, and operational requirements as input 
to setting strategic directions. This helps to ensure that ongoing process 
improvements and change are aligned with your organization's strategic 
directions. You may include key steps, key participants, and your short- and 
longer-term planning time horizons and how do you develop and deploy 
action plans to achieve service quality? Include how you allocate resources 
to ensure accomplishment of your action plans). 
Category 3: Customer and Market Focus 
Q. Describe how your organization determines requirements, expectations, 
and preferences of customers and markets to ensure service excellence, 
continuing relevance of your products/services and to develop new 
opportunities? 
(Item Description: The Customer and Market Focus Category examines 
how your organization determines requirements, expectations, and 
preferences of customers and markets. Also examined is how your 
organization builds relationships with customers and determines the key 
factors that lead to customer acquisition, satisfaction, and retention and to 
business expansion. How do you listen and learn to determine key customer 
requirements (including product/service features) and their relative 
importance/value to customers' purchasing decisions for purposes of 
product/ service planning, marketing, improvements, and other business 
development? In this determination, how do you use relevant information 
from current and former customers, including marketing/sales information, 
customer retention data, won/lost analysis, and complaints? If determination 
methods vary for different customers and/or customer groups, describe the 
key differences in your determination methods. How do you keep your 
listening and learning methods current with business needs and directions? 
Customer and Market Focus addresses how your organization seeks to 
understand the voices of customers and of the marketplace. 
The Category stresses relationships as an important part of an overall 
listening, learning, and performance excellence strategy. Your customer 
satisfaction and dissatisfaction results provide vital information for 
understanding your customers and the marketplace. In many cases, such 
results and trends provide the most meaningful information, not only on your 
customers' views but also on their marketplace behaviors—repeat business 
and positive referrals.) 
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Category 4: Information Management and Analysis 
Q. How do you make needed data and information available and how do you 
make them accessible to employees, suppliers/partners, and customers for 
decision making? 
(Item Description: The Information Management and Analysis Category 
is the main point within the Criteria for all key information about effectively 
measuring and analyzing performance to drive improvement and 
organizational competitiveness. This item examines your organization's 
selection, management, and use of data and information for performance 
measurement and for service excellence and how data and information 
integrity, reliability, accuracy, timeliness, security, and confidentiality.) 
Category 5: Human Resource Management 
Q. Describe how your organization's work and jobs, compensation, career 
progression, and related workforce practices motivate and enable employees 
and the organization to achieve high performance? 
(Item Description: The category of Human Resource Focus addresses key 
human resource practices—those directed toward creating and maintaining a 
high-performance workplace and toward developing employees to enable 
them and your organization to adapt to change. This Item examines your 
organization's systems for work and jobs, compensation, employee 
performance management, motivation, recognition, communication, and 
hiring, with the aim of enabling and encouraging all employees to contribute 
effectively and to the best of their ability. These systems are intended to 
foster high performance, to result in individual and organizational learning, 
and to enable adaptation to change. This Item also examines the education, 
training, and on-the-job reinforcement of knowledge and skills of your 
organization's workforce, with the aim of meeting ongoing needs of 
employees and a high-performance workplace. 
This Item examines your organization's work enviroimient, your employee 
support climate, and how you determine employee satisfaction, with the aim 
of fostering the well-being, satisfaction, and motivation of all employees 
while recognizing their diverse needs.) 
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Category 6: Process Management 
Q. Describe how your organization manages key processes for product and 
service design and delivery? 
(Item Description: This category of Process Management examines your 
organization's key product and service design and delivery processes, with 
the aim of improving your marketplace and operational performance. You 
are asked to identify your key design processes for products and services and 
their related production and delivery processes. You are asked how you 
address key requirements, such as customer/market requirements and new 
technology, including e-technology. You also are asked how you address key 
factors in design effectiveness, including cost control, cycle time, and 
learning from past design projects. Finally, you are asked how you improve 
your production/delivery systems and processes to achieve better processes 
and products/services.) 
This Item also calls for information on how processes are improved to 
achieve better performance. Better performance means not only better 
quality from your customers' perspective but also better financial and 
operational performance—such as productivity—from your organization's 
perspective. A variety of process improvement approaches are commonly 
used. These approaches include (1) sharing successful strategies across your 
organization, (2 ) process analysis and research (e.g., process mapping, 
optimization experiments, error proofing), (3) research and development 
results, (4) benchmarking, (5) using alternative technology, and (6) using 
information from customers of the processes—within and outside your 
organization. Process improvement approaches might utilize financial data to 
evaluate alternatives and set priorities. Together, these approaches offer a 
wide range of possibilities, including complete redesign ("re-engineering") 
of processes. 
Category 7: Supplier Quality Management 
Q. Describe how your organization selects its supplier, maintains 
relationship and ensures that the best and timely products and services are 
delivered to its customers? 
(Item Description: This category of Supplier Quality Management 
examines the role of supplier quality management as it is an important 
element of quality management in an organization because outsourced 
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services, materials and purchased parts are often a major source of quality 
problems. The poor quality of supplier items results in extra costs for the 
purchaser; negative publicity and erosion in brand image. Supplier quality 
management can be defined as the set of supplier-related quality 
management practices for improving suppliers' quality of products and 
services. This is exemplified by firm-supplier partnership, product quality as 
the criterion for supplier selection, participation in suppliers, communication 
with suppliers, understanding of supplier performance, and supplier quality 
audit. In modem industrial production, the interdependence of buyers and 
suppliers has increased dramatically. The supplier becomes an extension of 
the buyer's organization to a certain extent.) 
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Appendix-D 
Definitions of the 18 service quality attribute 
1. Access: the physical approachabihty of service location, including finding 
one's way around the service environment and the clarity of route. 
2. Aesthetics: extent to which the components of the service package are 
agreeable or pleasing to the customer, including both the appearance and the 
ambience of the service enviroimient, the appearance and presentation of the 
service facilities, goods and staff 
3. Attentiveness/helpfulness: the extent to which the service, particularly 
the contact staff, either provides help to the customer or gives the impression 
of interest in the customer and shows a willingness to serve. 
4. Availability: the availability of service facilities, staff and goods to the 
customer. 
In the case of contact staff, this means both the staff/customer ratio and the 
amount of time each staff member has available to spend with each customer. 
In the case of service goods, availability includes both the quantity and the 
range of products made available to the customer. 
5. Care: the concern, consideration, sympathy and patience shown the 
customer. 
This includes the extent to which the customer is put at ease by the service 
and made to feel emotionally (rather than physically) comfortable. 
6. Cleanliness/tidiness: the cleanliness, and the neat and tidy appearance of 
the tangible components of the service package, including the service 
environment, facilities, goods and contact staff 
7. Comfort: the physical comfort of the service environment and facilities. 
8. Commitment: Staffs apparent commitment to their work, including the 
pride and satisfaction they apparently take in their job, their diligence and 
thoroughness. 
9. Communication: the ability of the service providers to communicate with 
the customer in a way he or she will understand. This includes the clarity, 
completeness and accuracy of both verbal and written information 
communicated to the customer and the ability of staff to listen to and 
understand the customer. 
10. Competence: the skill, expertise and professionalism with which the 
service is executed. This includes the carrying out of correct procedures, 
correct execution of customer instructions, degree of product or service 
knowledge exhibited by contact staff, the rendering of good, sound advice 
and the general ability to do a good job. 
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11. Courtesy: the politeness, respect and propriety shown by the service, 
usually contact staff, in dealing with the customer and his or her property. 
This includes the ability of staff to be unobtrusive and non-interfering when 
appropriate. 
12. Flexibility: a willingness and ability on the part of the service worker to 
amend or alter the nature of the service or product to meet the needs of the 
customer. 
13. Friendliness: the warmth and personal approachability (rather than the 
physical approachability) of the service providers, particularly of contact 
staff, including cheerful attitude and the ability to make the customer feel 
welcome. 
14. Functionality: the serviceability and fitness for purpose or 'product 
quality' of service facilities and goods. 
15. Integrity: the honesty, justice, fairness and trust with which customers 
are treated by the service organization. 
16. Reliability: the reliability and consistency of performance of service 
facilities, goods and staff This includes punctual service delivery and an 
ability to keep to agreements made with the customer. 
17. Responsiveness: speed and timeliness of service delivery. This includes 
the speed of throughput and the ability of the service providers to respond 
promptly to service requests, with minimal waiting and queuing time. 
18. Security: personal safety of the customer and his or her possessions 
while participating in or benefiting from the service process. This includes 
the maintenance of confidentiality. 
Source: Johnston (1995) 
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